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Rules and Regulations 


Federal RegUter 
Vol 57. No. 108 
Thursday. June 4 , 1992 


This 90Ctio#i Of the FEDERAL REGISTER 
contains reguiatory documents having 
general applicabiirty and legal effect, most 
of which are key^ to and codified in 
the Code of Federal Regulations, which is 
published under 50 titles pursuant to 44 
U.S.C. 1510. 

The Code of Federal Regulations is sold 
by the Superintendent of Docurr>ents. 

Prices of new books are listed in the 
first FEDERAL REGISTER issue of each 
week. 


department of energy 

Office of Fossil Energy 
10 CFR Part 595 

Existing Regulations and Programs; 
Regulatory Rsview 

agency: Office of Fossil Energy. DOE. 
action: Final rule. 


summary: The Department of Energy 
Office of Fossil Energy is eliminating the 
regulations codified at 10 CFR part 595, 
entitled '^Certification of Use of Natural 
Gas to Displace Fuel Oil.'* 

EFFECnvi date: June 4.1992. 

FOR FURTHER INFORMATION CONTACT: 

Keith N. Frye, U.S. Department of 
Energy (FE-13), Washington, DC 20585, 
(301) 908-2644. 

SUPPLEMENTARY INFORMATION: 

The regulations codified at 10 CFR 
part 595, entitled "Certification of Use of 
Natural Gas to Displace Fuel Oil," are 
being eliminated because the regulations 
which required the use of the part 595 
procedures were themselves eliminated 
in 1983. 

The Federal Energy Regulatory 
Commission’s Order No. 30 Program at 
10 CFR part 284, subpart F, authorized 
the transportation of natural gas directly 
by end-users to displace fuel oil, but 
only after the Economic Regulatory 
Administration of the Department of 
Ene^ ("DOE") had issued a certificate 
of eligible use pursuant to the 
procedures in 10 CFR part 595. 

The Order 30 Program terminated on 
November 4.1983. along with DOE'S 
eligible-use certification procedures in 
10 CFR part 595 (48 FR 38207. August 23, 
1983). The part 595 regulations, however, 
inadvertently were not removed from 


the Code of Federal Regulations at that 
time.' 

list of Subjects in 10 CFR Part 595 
Fossil Energy. 

Issued in Washington, DC on May 28,1992. 
James G. Randolph, 

Assistant Secretary for Fossil Energy. 

For the reasons set forth in the 
preamble, part 595 of title 10, chapter II, 
of the Code of Federal Regulations is 
amended as set forth below: 

PART 595—CERTIFICATION OF USE 
OF NATURAL GAS TO DISPLACE FUEL 
OIL [REMOVED] 

1. Part 595 is removed. 

[FR Doc. 92-13109 Filed 6-3-92; 8:45 am] 
B4UJNQ CODE S4SO-0I-M 


DEPARTMENT OF TRANSPORTATION 
Federal Aviation Administration 
14 CFR Parts 21 and 29 

[Docket No. 92-ASW-1; Special Condition 
29-ASW-6] 

Special Conditions: Bell Helicopter 
Textron Model 212 and Model 412 
Helicopters. Electronic Flight 
Instrument System 

agency: Federal Aviation 
Administraton, DOT. 
action: Final special condition; request 
for comments. 

summary: This special condition is 
issued for certain Bell Helicopter 
Textron Models 212 and 412 helicopters 
modified by Premier Aviation, Inc. 
These helicopters %vill have a novel or 
unusual design feature associated with 
the Electronic Flight Instrument System 
(EFIS). The applicable airworthiness 
regulations do not contain appropriate 
safety standards for the requirements to 
protect systems that perform critical 
functions from the effects of external 
radio frequency energy sources. This 
special condition contains additional 
safety standards that the Administrator 
considers necessary to ensure that 
critical functions of systems would be 
maintained when exposed to high 
intensity radiated fields (HIRF). 


' The part 595 regulationa were properly removed 
from the Federal Energy Guidelines. See 2 PEG 
25001-25302 (1990). 


DATES: Effective June 4,1992. 

Comments for inclusion in the Rules 
Docket must be received by September 
2,1992. 

ADDRESSES: Submit comments in 
duplicate to the Federal Aviation 
Administration (FAA), Office of the 
Assistant Chief Counsel, Attention: 
Rules Docket No. 92-ASW-l. Fort 
Worth, Texas 76193-0(X)7, or deliver in 
duplicate to the Office of the Assistant 
Chief Counsel Building 3B, room 158, 
4400 Blue Mound Road, Fort Worth, 
Texas. 

All comments must be marked Docket 
No. 92-ASW-l. Comments may be 
inspected in the Office of the Assistant 
Chief Counsel at the address specified 
above, between 8 a.m. and 4 p jh., 
weekdays except Federal holidays. 

FOR FURTHER INFORMATION CONTACT: 
Mr. Carroll WrighL FAA. Rotorcraft 
Standards Staff. Regulations Croup, Fort 
Worth, Texas 76193-0111; telephone 
(817) 624-5120. 

SUPPUEMENTARY INFORMATION: 
Comments Invited 

Although this action is in the form of a 
final special condition and, thus, was 
not preceded by notice and an 
opportunity for public comment, 
comments are invited on this rule. 
Interested persons are invited to submit 
such written data, views, or arguments 
as they may desire. Communications 
should identify the regulatory docket 
and special condition number and be 
submitted in duplicate to the address 
specified under the caption 
"ADDRESSES." All communications 
received on or before the closing date 
for comments will be considered, and 
this special condition may be amended 
in light of comments received. All 
comments received will be available, 
both before and after the closing date 
for comments, in the Rules Docket for 
examination by interested persons. A 
report that summarizes each FAA-public 
contact concerned %vith the substance of 
this special condition will be filed in the 
Rules Docket. Commenters wishing the 
FAA to acknowledge receipt of their 
comments submitted in response to this 
special condition must submit a self- 
addressed, stamped postcard on which 
the following statement is made; 
"Comments to Docket No. 92-ASW-l." 
The postcard will be date/time stamped 
and returned to the commenter. 
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Background 

On April 26.1991, Premier Aviation. 
Inc.. 2617 Aviation Parkway. Grand 
Prairie. Texas, applied for a 
supplemental type certificate (STC) to 
install a Bendix/King EFlS/50 Electronic 
Flight Instrument System in the Bell 
Helicopter Textron Models 212 and 412 
helicopters. The Bell Helicopter Textron 
Models 212 and 412 are currently 
approved under Type Certificate No. 
H4SW. The Model 212 is a 14-passenger, 
two-engine. 11.200-pound transport 
category helicopter, and Model 412 is a 
14-passenger, two-engine. 11.900-pound 
transport category helicopter. 

Type Certification Basis 

The certification basis established for 
the Model 212 includes: FAR part 29 
dated February 1.1965. Amendments 
29-1 and 29-2. and FAR 29.473. 29.501. 
29.771. 29.903(c). 29.1323. and 29.1505(b) 
of Amendment 29.3: Special Conditions 
29-12-SW-l; and Ditching in 
accordance with FAR 25.801 including 
29.1411 and 29.1415. 

The certification basis established for 
the Model 412 includes: FAR part 29 
dated February 1.1965. Amendments 
29-1 and 29-2. and portions of 
Amendment 29-3. specifically. 29.473. 
29.501. 29.633. 29.771. 29.903(c). 29.1323. 
and 29.1505(b); Special Conditions 29- 
12-SW-l. Amendment 1; Exemption No. 
3100 against FAR 29.1323(c): Category A 
engine isolation requirements: and 
Ditching in accordance with FAR 25.801 
including FAR 29.1411 and 29.1415. Bell 
Helicopter Textron has elected to 
comply with portions of Amendments 
29-4 through 29-30. specifically 29.151, 
29.161. 29.610. 29.672. 29.1301. 29.1303. 
29.1309. 29.1321. 29.1329. 29.1331. 29.1333, 
29.1335. 29.1351. 29.1353. 29.1431. and 
Appendix B. 

Special conditions may be issued and 
amended, as necessary, as a part of the 
type certification basis if the 
Administrator finds that the* 
airworthiness standards designated in 
accordance with § 21.101(b)(2) do not 
contain adequate or appropriate safety 
standards because of novel or unusual 
design features of an aircraft or 
installation. Special conditions, as 
appropriate, are issued in accordance 
with § 11.49 and will become a part of 
the type certification basis, as provided 
by § 21.101(b)(2). 

Discussion 

The Bell Helicopter Textron Models 
212 and 412 helicopters, at the time of 
application, were identified as 
incorporating one and possibly more 
electrical/electronic systems that will be 
performing functions critical to the 


continued safe flight and landing of the 
helicopter. The Electronic Flight 
Instrument System performs the attitude 
display function. The display of attitude, 
altitude, and airspeed to the pilot is 
critical to the continued safe flight and 
landing of the helicopter for instrument 
flight rules (IFR) operations in 
instrument meteorological conditions. 
When the design is finalized. Premier 
Aviation. Inc., will provide the FAA 
with a preliminary hazard analysis that 
will identify any other critical functions 
performed by electrical/electronic 
systems. 

Recent advances in technology have 
given rise to the application in aircraft 
designs of advanced electrical and 
electronic systems that perform 
functions required for continued safe 
flight and landing. These advanced 
systems are responsive to the transient 
effects of induced electrical current and 
voltage caused by the high intensity 
radiated fields (HIRF) incident on the 
external surface of the helicopter. These 
induced transient currents and voltages 
can degrade the performance of the 
electrical/electronic systems by 
damaging the components or by 
upsetting the system's functions. 

Furthermore, the electromagnetic 
environment has undergone a 
transformation not envisioned by the 
current application of the 5 29.1309(a) 
requirement. Higher energy levels 
radiate from operational transmitters 
that are currently used for radar, radio, 
and television. Also, the number of 
transmitters has increased significantly. 

Existing aircraft certification 
requirements are inappropriate in view 
of these technological advances. In 
addition, the FAA has received reports 
of some significant safety incidents and 
accidents involving military aircraft 
equipped with advanced electronic 
systems when they were exposed to 
electromagnetic radiation. 

The combined effects of the 
technological advances in helicopter 
design and the changing environment 
have resulted in an increased level of 
vulnerability of the electrical/electronic 
systems required for the continued safe 
flight and landing of the helicopter. 
Effective measures to protect these 
helicopters against the adverse effects 
of exposure to HIRF must be provided 
by the design and installation of these 
systems. The primary factors that have 
contributed to this increased concern 
are: (1) The increasing use of sensitive 
electronics that perform critical 
functions: (2) the reduced 
electromagnetic shielding afforded 
helicopter systems by advanced 
technology airframe materials: (3) the 
adverse service experience of military 


aircraft using these technologies: and (4) 
the increase in the number and power of 
radio frequency emitters and the 
expected increase in the number of 
these emitters in the future. 

The FAA has recognized the need for 
aircraft certification standards to keep 
pace with the developments in 
technology and environment and, in 
1986, initiated a high priority program to: 
(1) Determine and define the 
electromagnetic energy levels: (2) 
develop and describe guidance material 
for design, test, and analysis: and (3) 
prescribe and promulgate regulatory 
standards. The FAA participated with 
industry and airworthiness authorities 
of other countries to develop 
internationally recognized standards for 
certification. 

The FAA and airworthiness 
authorities of other countries have 
established a level of HIRF environment 
that a helicopter could be exposed to 
during IFR operations. 

While the HIRF requirements are 
being finalized, the FAA is adopting 
special conditions for the certification of 
aircraft that employ electrical/electronic 
systems performing critical functions. 
The accepted maximum energy levels in 
which civilian helicopter system 
installations must be capable of 
operating safely are based on surveys 
and analysis of existing radio frequency 
emitters. This special condition requires 
that the helicopter's electrical/electronic 
systems and associated wiring 
harnesses be protected from these 
energy levels. These external threat 
levels are believed to represent the 
worst-case exposure for a helicopter 
operating under IFR. 

The defined HIRF environment 
specified in this special condition is 
based on many critical assumptions: 
among these is that, with the exception 
of takeoff and landing at an airport, the 
aircraft would be not less than 500 feet 
above ground level (AGL). Helicopters 
operating under visual flight rules (VFR) 
routinely operate at less than 500 feet 
AGL and perform takeoffs and landings 
at locations other than controlled 
airports. Therefore, it would be expected 
that the HIRF environment experienced 
by a helicopter operating VFR may 
exceed the given environment by twice 
or more. 

This special condition would require 
qualification of electrical/electronic 
systems that perform critical functions, 
as installed in aircraft, to either a 
defined HIRF environment or a fixed 
value using laboratory tests. 

The applicant may demonstrate that 
the operation and the operational 
capability of the installed electrical/ 
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electronic systems that perform critical 
functions are not adversely aflfected 
when the aircraft is exposed to the HIRF 
environment The FAA has determined 
that the environment deHned in Table 1 
is acceptable for critical functions in 
helicopters operating not less than 500 
feet AGL For criticcd functions in 
helicopters operating at altitudes less 
than 500 feet AGL, additional 
considerations must be given. 

The applicant may demonstrate by a 
laboratory test that the electrical/ 
electronic systems that perform critical 
functions %vithstand a peak 
electromagnetic field strength in a 
frequency range of 10 KH, to 10 GH^ If a 
laboratory test is used to show 
compliance with the HIRF requirements, 
no credit would be given for signal 
attenuation due to installation. A level 
of 100 v/m and further considerations, 
such as an alternate technology backup 
that is immune to HIRF, are appropriate 
at this time for critical functions during 
IFR operations. A level of 200 v/m and 
further considerations, such as an 
alternate technology backup that is 
immune to HIRF are more appropriate 
for critical functions during VFR 
operations. 

For helicopters, the primary electronic 
flight displays are critical for IFR 
operations and a full authority digital 
engine control (FADEC) is an example 
of a critical functioning system for all 
operations (both IFR and VFR). 

A preliminary hazard analysis must 
be performed by the applicant for 
approval by the FAA to identify 
electrical/electronic systems that 
perform critical functions. The term 
''critical'' means those functions whose 
failure would contribute to or cause a 
failure condition that would prevent the 
continued safe flight and landing of the 
helicopter. The systems identified by the 
hazard analysis that perform critical 
functions are the ones that are required 
to have HIRF protection. 

A system may perform both critical 
and noncritical functions. Primary 
electronic flight display systems and 
their associated components perform 
critical functions such as attitude, 
altitude, and airspeed indication. The 
HIRF requirements would only apply to 
the critical functions. 

Compliance with HIRF requirements 
will be demonstrated by tests, analysis, 
models, similarity with existing systems, 
or a combination of these methods. 
Service experience alone will not be 
acceptable since such experience in 
normal flight operations may not include 
an exposure to the HIRF environmental 
condition. Reliance on a system with 
similar design features for redundancy 


as a means of protection against the 
effects of external HIRF is generally 
insu^cient since all elements of a 
redundant system are likely to be 
concurrently exposed to the fields. 

The modulation should be selected for 
the signal most likely to disrupt the 
operation of the system under test, 
based on its design characteristics. For 
example, flight control systems may be 
susceptible to 3 H. square wave 
modulation while the video signals for 
electronic display systems may be 
susceptible to 400 H« sinusoidal 
modulation. If the worst-case 
modulation is unknown or cannot be 
determined, default modulations may be 
used. Suggested default values are a 1 
KHg sine wave with 80 percent depth of 
modulation in the frequency range from 
10 KHg to 400 MHg and 1 KHg square 
wave with greater than 90 percent depth 
of modulation from 400 MH, to 18 GH,. 
For frequencies where the unmodulated 
signal would cause deviations from 
normal operation, several different 
modulating signals with various 
waveforms and frequencies should be 
applied. 

Acceptable system performance 
would be attained by demonstrating that 
the critical aspects of the system under 
consideration continue to perform its 
intended function during and after 
exposure to required electromagnetic 
fields. Deviations from system 
specification may be acceptable but 
need to be independently assessed by 
the FAA for ea^ application. 

Table 1. Field Strength Volts/Meter 


Frequency 

Peak 

Average 

10-500 KH,__ 

60 

60 

500-2000....... 

80 

60 

2-30 MH._ 

200 

200 

30-100_ 

33 

33 

100-200_ 

150 

33 

200-400....... 

56 

33 

400-1000...... 

4020 

935 

1-2 GH,_ 

7850 

1750 

2-4 _ __ 

6000 

1150 

4-S.„___ 

6800 

310 

6-6___ 

3600 

666 

8-12__ _ 

5100 

1270 

12-18..... . . 

3500 

551 

18-40__ 

2400 

750 





Conclusion 

This action will affect only certain 
unusual or novel design features on one 
series of helicopters. It is not a rule of 
general applicability and will affect only 
the manufacturer who applied to the 
FAA for approval of these features on 
the affected helicopters. 

The substance of this special 
condition has been subjected to the 


notice and comment procedure in 
several prior special conditions. This 
special condition has been derived 
without substantive change from those 
previously issued. Therefore, it is 
unlikely that prior public comment 
would have resulted in a significant 
change in the substance of this special 
condition. For this reason, and because 
a delay would significantly adversely 
affect the certification of these 
helicopters, which is imminent, the FAA 
has determined that prior public notice 
and comment are unnecessary and 
impracticable, and good cause exists for 
adopting this special condition 
immediately. Therefore, this special 
condition is being made effective upon 
issuance. However, the FAA is 
requesting comments to allow interested 
persons to submit views that may not 
have been submitted in response to the 
similar special conditions previously 
issued. 

List of Subjects in 14 CFR Parts 21 and 
29 

Aircraft, Air transportation. Aviation 
safety, Rotorcraft, Safety. 

The authority citation for this special 
condition is as follows: 

Authority: 49 U.S.C. 1344,1348(c). 1352, 
1354(a), 1355,1421 through 1431,1502, 
1651(b)(2); 42 U.S.C 1857Ma 4321 et seq.: 
RO. 11541; 49 U.S.C 106(g) (Rev. Pub. L. 97- 
449, January IZ 1983). 

The Final Special Condition 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the following special condition is issued 
as part of the supplemental type 
certification bases for the Bell 
Helicopter Textron Model 212 and 
Model 412 helicopters. 

Protection for Electrical/Electronic 
Systems From High Intensity Radiated 
Fields 

Each system that performs critical 
functions must be designed and 
installed to ensure that the operation 
and operational capabilities of these 
critical functions are not adversely 
affected when the helicopter is exposed 
to high intensity radiated fields external 
to the helicopter. 

Issued in Fort Worth, Texas, on May 19, 
1992. 

Henry A. Armstrong, 

Acting Manager, Rotorcraft Directorate, 
Aircraft Certification Service, 

[FR Doc. 92-13069 Filed 6-3-92; 8:45 am) 
BIUINQ CODE 4Sia.l3^ 























23526 


Federal Register / VoL 57, No. 108 / Thursday, June 4. 1992 / Rules and Regulations 


14 CFR Part 39 

[Docket No. 90-ANE-26; Amendment 39- 
8240, AO 92-10-06] 

Airworthiness Directives; Air Cruisers 
Co., TSO-C69, Evacuation Siides 
System 

agency: Federal Aviation 
Administration. DOT. 
action: Final rule. 

SUMMARY: This amendment adopts a 
new airworthiness directive (AD) 
applicable to Air Cruisers Co., TSO-C69. 
Evacuation Slides System. Part Numbers 
(P/N) D31021-101 and -103. This action 
requires modification and inspection of 
slides identified by certain serial 
numbers. This amendment is prompted 
by two reports of slides deploying 
improperly. This condition, if not 
corrected, could result in improper 
inflation of the slides, which could 
hamper the emergency evacuation of an 
aircraft. 

DATES: Effective July 6,1992. 

The incorporation by reference of 
certain publications listed in the 
regulations is approved by the Director 
of the Federal Register as of July 8,1992. 
ADDRESSES: The service information 
referenced in this AD may be obtained 
from Air Cruisers Co.. P.O. Box 180, 
Belmar, NJ 07719-0180. This information 
may be examined at the Federal 
Aviation Administration (FAA), New 
England Region. Office of the Assistant 
Chief Counsel. 12 New England 
Executive Park. Burlington. 
Massachusetts, or at the Office of the 
Federal Register, 1100 L Street NW., 
room 8401, Washington. DC. 

FOR FURTHER INFORMATION CONTACT: 

Mr. C. Kallis. Aerospace Engineer. New 
York Aircraft Certification Office. 
Systems and Equipment Branch. ANE- 
173. Engine & Propeller Directorate, 
Aircraft Certification Service, FAA. 181 
South Franklin Avenue, room 202, 

Valley Stream, New York 11581-1145; 
telephone (518) 791-6427. 
SUPPLEMENTARY INFORMATION: A 
proposal to amend part 39 of the Federal 
Aviation Regulations to include a new 
airworthiness directive (AD), that is 
applicable to Air Cruisers Evacuation 
Slides. Part Numbers (P/N) D31021-101 
and -103, was published in the Federal 
Register on January 28.1991 (58 FR 
3051). That action proposed to require 
modifications and inspections of slides 
identified by certain serial numbers in 
accordance with Air Cruisers Co.. 
Service Bulletin No. 001-25-8, Revision 
4. dated May 24.1990. 

Interested persons have been afforded 
an opportunity to participate in the 


making of this amendment. Two 
comments were received. 

One commenter recommends that the 
slides be modified at the earliest 
opportunity to ensure that a high level of 
reliability exists in these systems. The 
AD as proposed requires compliance 
within nine months after the effective 
date of the AD. No alternative 
compliance period was proposed, and 
the FAA finds that the proposed 
compliance time provides an acceptable 
level of safety. Therefore, the proposed 
compliance time has not been altered. 

The other commenter expressed no 
objection to adoption of the proposed 
rule. 

Paragraph (a) of the AD has been 
reworded for clarity by including the 
affected part numbers and serial 
numbers. 

The economic analysis has been 
revised to increase the specified hourly 
labor rate from $40 per manhour, as was 
discussed in the NPRM, to $55 per 
manhour. 

After careful review of the available 
data, including the comments noted 
above, the FAA has determined that air 
safety and the public interest require the 
adoption of the rule as proposed, with 
the changes described. 

There are approximately 222 
emergency evacuation slides of the 
affected design in the worldwide fleet. It 
is estimated that 120 slides on aircraft of 
U.S. registry will be affected by this AD. 
that it will take approximately 8 
manhours per slide to accomplish the 
required actions, and that the average 
labor cost will be $55 per manhour. The 
cost of required parts is estimated to be 
$880 per slide. Based on these figures, 
the total cost impact of the AD on U.S. 
operators is estimated to be $135,000. 

The regulations adopted herein will 
not have substantial direct effects on the 
States, on the relationship between the 
national government and the States, or 
on the distribution of power and 
responsibilities among the various levels 
of government. Therefore, in accordance 
with Executive Order 12812, it is 
determined that this final rule does not 
have sufficient federalism implications 
to warrant the preparation of a 
Federalism Assessment. 

For the reasons discussed above, 1 
certify that this action (1) is not a *'major 
rule** under Executive Order 12291; (2) is 
not a ‘‘significant rule” under DOT 
Regulatory Policies and Procedures (44 
FR 11034, February 28.1979); and (3) will 
not have a significant economic impact, 
positive or negative, on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act. 
A final evaluation has been prepared for 
this action and it is contained in the 


Rules Docket. A copy of it may be 
obtained from the Rules Docket at the 
location provided under the caption 
ADDRESSES. 

List of Subjects in 14 CFR Part 39 

Air transportation. Aircraft. Aviation 
safety, Incorporation by reference, 
Safety. 

Adoption of the Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
(FAA) amends 14 CFR part 39 of the 
Federal Aviation Regulations (FAR) as 
follows: 

PART 39—AIRWORTHINESS 
DIRECTIVES 

1. The authority citation for part 39 
continues to read as follows: 

Authority: 49 U.S.C. App. 1354(a). 1421 and 
1423; 49 U.S.C. 106(g); and 14 CFR 11.89. 

§39.13 [Amended] 

2. Section 39.13 is amended by adding 
the following new airworthiness 
directive: 

AD 92-16-06 Air Cruisers Company: 

Amendment No. 39-8240 Docket No. 90- 
ANE-26 

Applicability: Air Cruisers Co. TSO-C69 
Emergency Evacuation Slide System. Part 
Numbers (P/N) D31021-101 and -103. Serial 
Numbers 1 through 222, installed on but not 
limited to Airbus Industries Models A300 B2- 
IC. A300 B4-2C, A300 BA-200 and A300 B4- 
600 series aircraft. 

Compliance: Required within 9 months 
after the effective date of this AD. unless 
previously accomplished. 

To prevent improper inflation of the slides, 
which could hamper the emergency 
evacuation of an aircraft, accomplish the 
following: 

(a) Modify and reidentify Air Cruisers Co. 
Evacuation Slide System. P/N D31021-101 
and -103. serial numbers 1 through 222, in 
accordance with Air Cruisers Co. Service 
Bulletin (SB) 001-25-8, Revision 4. dated May 
24.1990, Paragraph 2. Accomplishment 
instructions. 

(b) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the airplane to a location where the 
requirements of this AD can be 
accomplished. 

(c) An alternative method of compliance or 
adjustment of the compliance time that 
provides an acceptable level of safety, may 
be used if approved by the Manager, New 
York Aircraft Certification Office. Engine and 
Propeller Directorate. Aircraft Certification 
Service. FAA. 181 South Franklin Avenue, 
Valley Stream. New York 11581-1145. The 
request should be forwarded through an FAA 
Principal Maintenance Inspector, who may 
add comments and then send it to the 
Manager. New York Aircraft Certification 
Office. 
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Note: Information concerning the existence 
of approved alternative method of 
compliance with this airworthiness directive* 
if any. may be obtained from the New York 
Aircraft Certincation Office. 

(d) The modifications and inspections 
required by this AD shall be accomplished in 
accordance with the following Air Cruisers 
Co. Service Bulletin: 


Document 

No. 

Page 

Issue/ 

Revision 

Date 

SB.001- 

1.3, 4. 5. 

Rev. No. 4... 

May 24. 

25-6. 

8. 9. 11, 

Rev. No. 3... 

1990. 


14, 16. 

21. and 

22. 

2. 6. 7, 10. 
12. 13, 

15. 17. 

18. 19. 

20. 23. 

24. 25. 
and 26. 


April 30. 
1990. 


Total Pages: 26, 

The incorporation by reference was 
approved by the Director of the Federal 
Register in accordance with 5 U.S.C. 552(a) 
and 1 CFR part 51. Copies may be obtained 
from Air Cruisers Co.. P.O. Box 180 Belmar. 

NJ 07710-0180. Copies may be reviewed at 
the FAA, New England Region. Office of the 
Assistant Chief Counsel, 12 New England 
Fj(ecutive Park, room 311, Burlington. 
Massachusetts, or at the Office of the Federal 
Register, 1100 L Street. NW.. room 8401, 
Washington, DC. 

|e) This amendment becomes effective July 
6,1992. 

Issued in Burlington, Massachusetts, on 
April 17.1992. 

Michael H. Borfitz, 

Acting onager, Engine and Propeller 
Directorate, Aircraft Certification Service. 

|FR Doc, 92-13041 Filed 6-5-92; 8:45 am) 
8IUJNO COOC 49tO-1S-M 


14 CFR Part 39 

[Docket No. 91-ASW-33; Amendment 39- 
8232; AO 92-09-07) 

Airworthinoss Directives; Bell 
Helicopter Textron, Inc., Model 206A 
and 206B Helicopters 
AGENCY: Federal Aviation 
Administration. DOT. 
action: Final rule; request for 
comments. 

SUMMARY: This amendment adopts a 
new airworthiness directive (AD) that is 
applicable to Bell Model 206A and 206B 
helicopters. This action requires an 
inspection for cracks and modification 
of the vertical fm supports. In addition, 
an inspection for gaps between the 
vertical fin supports and fin mounted 
inserts is required. This amendment is 
prompted by a manufacturer’s report 
that installation of an external doubler 
on the vertical fin may require spacers 
between the fin and the tailboom to 
preclude unacceptable loads on certain 


fin supports. The actions specified in 
this AD are intended to prevent fatigue 
failure of the vertical fin supports that 
could result in loss of the vertical fin 
and loss of control of the helicopter. 
DATES: Effective June 29,1992. 

The incorporation by reference of 
certain publications listed in the 
regulations is approved by the Director 
of the Federal Register as of June 29. 

1992. 

Comments for inclusion in the Rules 
Docket must be received by July 20. 

1992. 

ADDRESSES: The applicable Alert 
Service Bulletin may be obtained from 
Bell Helicopter Textron. Inc., P.O. Box 
482, Fort Worth. TX 76101. This 
information may be examined at the 
FAA, Office of the Assistant Chief 
Counsel. Rules Docket, 4400 Blue Mound 
Road, room 158, Building 3B, Fort Worth. 
Texas. 

Submit comments in triplicate to the 
Federal Aviation Administration (FAA). 
Office of the Assistant Chief Counsel. 
Attention: Rules Docket No. 91-ASW- 
33. 4400 Blue Mound Road, Fort Worth. 
Texas 76193-0007. 

FOR FURTHER INFORMATION CONTACT: 

Mr. Richard Monschke. FAA, Rotorcraft 
Certification Office, ASW-170. Fort 
Worth. Texas 76193-0170. telephone 
(817) 624-5277. 

SUPPLEMENTARY INFORMATION: Bell 
Helicopter Service Letter No. 206-203, 
dated December 18,1972, modified Bell 
Model 206A and 206B helicopters by 
adding a doubler, part number (P/N) 
206-020-113-109, to the vertical fin. P/N 
206-020-113-5, -7. -9, and 107. This 
doubler provided additional strength to 
the inboard side of the vertical fin and 
provided an acceptable repair for 
cracked fins. Bell Helicopter Alert 
Service Bulletin No. 206-01-73-5, dated 
June 27,1973, provided for the 
inspection and replacement of cracked 
vertical fin supports. P/N 200-031-417- 
003, -007. 200-031-418-001, and -005. 
Airworthiness Directives No. 73-12-01 
and 73-21-03 mandated compliance 
with these two service letters or 
bulletins. 

Recently the FAA received a report of 
cracked vertical fin supports on a Bell 
206B helicopter. Further engineering 
analysis and investigation has 
determined that if a gap exists between 
the fin mounted inserts and the vertical 
fin supports, unacceptable loads could 
occur on the supports. This condition, if 
not corrected, could result in fatigue 
failure of the vertical fin supports, loss 
of the vertical fin. and subsequent loss 
of control of the helicopter. 

Since this condition described is likely 
to exist or develop on other helicopters 
of the same type design, this AD is being 


issued to prevent fatigue failure of the 
vertical fin supports. This AD requires 
an inspection for cracks in the vertical 
fin supports and a modification to 
affected fin assemblies to reduce the 
fatigue exposure of the vertical fin 
supports. 

Since a situation exists that requires 
the immediate adoption of this 
regulation, it is found that notice and 
opportunity for prior public comment 
hereon are impracticable, and that good 
cause exists for making this amendment 
effective in less than 30 days. 

Comments Invited 

Although this action is in the form of a 
final rule that involves requirements 
affecting flight safety and, thus, was not 
preceded by notice and an opportunity 
for public comment, comments are 
invited on this rule. Interested persons 
are invited to submit such written data, 
views, or arguments as they may desire. 
Communications should identify the 
Rules Docket number and be submitted 
in triplicate to the address specified 
under the caption ADDRESSES. All 
communications received on or before 
the closing date for comments will be 
considered, and this rule may be 
changed in light of the comments 
received. Factual information that 
supports the commenter’s ideas and 
suggestions is extremely helpful in 
evaluating the effectiveness of the AD 
action and determining whether 
additional rulemaking action would be 
needed. 

Comments are specifically invited on 
the overall regulatory, economic, 
environmental, and energy aspects of 
the rule that might suggest a need to 
modify the rule. All comments submitted 
will be available, both before and after 
the closing date for comments, in the 
Rules Docket for examination by 
interested persons. A report 
summarizing each FAA-public contact 
concerned with the substance of the AD 
will be filed in the Rules Docket. 

Commenters wishing the FAA to 
acknowledge receipt of their comments 
submitted in response to this rule must 
submit a self-addressed, stamped 
postcard on which the following 
statement is made: ’’Comments to 
Docket Number 91-ASW-33.** The 
postcard will be date stamped and 
returned to the commenter. 

The regulations adopted herein will 
not have substantial direct effects on the 
States, on the relationship between the 
national government and the States, or 
on the distribution of power and 
responsibilities among the various levels 
of government. Therefore, in accordance 
with Executive Order 12612, it is 
determined that this final rule does not 
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have sufficient federalism implications 
to warrant the preparation of a 
Federalism Assessment. 

The FAA has determined that this 
regulation is an emergency regulation 
and that it is not considered to be major 
under Executive Order 12291. It is 
impracticable for the agency to follow 
the procedures of Executive Order 12291 
with respect to this rule since the rule 
must be issued immediately to correct 
an unsafe condition in aircraft. It has 
been determined further that this action 
Involves an emergency regulation under 
DOT Regulatory Policies and Procedures 
(44 FR 11034, February 26,1979). If it is 
determined that this emergency 
regulation otherwise would be 
significant under DOT Regulatory 
Policies and Procedures, a final 
regulatory evaluation will be prepared 
and placed in the Rules Docket. A copy 
of it, if filed, may be obtained from the 
Rules Docket at the location provided 
under the caption ADDRESSES. 

list of Subjects in 14 CFR Part 39 

Air transportation. Aircraft, Aviation 
safety, Incorporation by reference, and 
Safety. 

Adoption of the Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
amends 14 CFR part 39 of the Federal 
Aviation Regulations as follows: 

PART 39—AIRWORTHINESS 
DIRECTIVES 

1. The authority citation for part 39 
continues to read as follows: 

Authority: 49 U.S.C. 1354(a). 1421 and 1423; 
49 U.S.C. 106(g): and 14 CFR 11.89. 

§39.13 (Amended] 

2. Section 39.13 is amended by adding 
the following new airworthiness 
directive: 

AD 92-09-07 Bell Helicopter Textron. Inc.* 
(BHTI): Amendment 39-8232 Docket No. 
91-ASW-33. 

Applicability: All Bell Helicopter Textron, 
Inc.. Model 206A and 206B helicopters, serial 
numbers (S/N) 4 through 1163. certificated in 
any category, equipped with a vertical fin 
assembly that has an external doubler, part 
number (P/N) 206-020-113>109. installed on 
the iefthand side adjacent to the supports. 

Cijutpliance: Required within 30 days or 
100 hours' time in service, whichever comes 
first, after the effective date of this AD. 
unless previously accomplished. 

To prevent failure of the vertical fin 
supports, which could result in loss of the 
vertical fin and loss of control of the 
helicopter, accomplish the following: 

(a) Inspect for cracks and modify the 
vertical fin supports in accordance with part I 


of Bell Helicopter Alert Service Bulletin No. 
206-91-60. dated )une 28,1991. 

(b) Prior to reinstalling the fin assembly, 
inspect for any gaps between the tailboom 
and the fin mounted inserts. If any gaps are 
found, comply with part II of Bell Helicopter 
Alert Service Bulletin No. 206-91-60. dated 
June 28.1991. If gaps are not found 
reassemble the aircraft in accordance with 
the manufacturer's maintenance manual. 

(c) An alternative method of compliance or 
adjustment of the compliance time, which 
provides an acceptable level of safety, may 
be used when approved by the Manager, 
Rolorcraft Certification Office. ASW-170. 

4400 Blue Mound Road. Fort Worth, Texas. 
76193-0170. The request shall be forwarded 
through an FAA Principal Maintenance 
Inspector, who may concur or comment and 
then send it to the Manager. Rotorcraft 
Certification Office. 

(d) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the helicopter to a location where the 
requirements of this AO can be 
accomplished 

(e) Tlie inspections and modifications to 
the vertical fin assembly and supports, and 
the inspection for gaps shall be done in 
accordance with Bell Helicopter Alert Service 
Bulletin No. 206-91-60, parts I and II. dated 
June 28.1991. This incorporation by reference 
was approved by the Director of the Federal 
Register in accordance with 5 U.S.C. S52(a) 
and 1 CFR part 51. Copies may be obtained 
from Bell Helicopter Textron. Inc., P.O. Box 
482. Fort Worth. Texas 76101. Copies may be 
inspected at the FAA. Office of the Assistant 
Chief Counsel. FAA. 4400 Blue Mound Road. 
Bldg. 3B. room 158, Fort Worth. Texas, or at 
the Office of the Federal Register, 1100 L 
Street NW,. room 8401. Washington. DC 

(f) This amendment becomes effective |une 
29.1992. 

Issued in Fort Worth. Texas, on April 6, 
1992. 

Henry A. Armstrong, 

Acting Manager, Rotorcraft Directorate, 
Aircraft Certification Service, 

|FR Doc. 92-13040 Filed 6-3-92; 8:45 am) 
aiLUNQ CODE 4910-IS-« 


14 CFR Part 39 

(Docket No. 92-NM-06-AD; Amendment 39- 
82S6: AO 92-11-06] 

Airworthiness Directives; British 
Aerospace Model BAe 146-100A, 

200A, and 300A Series Airplanes 

agency: Federal Aviation 
Administration, DOT, 
action: Final rule. 

summary: This amendment adopts a 
new airworthiness directive (AD), 
applicable to British Aerospace Model 
BAe 146-lOOA. 200A, and 300A series 
airplanes, that requires installation of 
shorter hoses at certain locations in the 
pitot’Static system on affected airplanes. 
This amendment is prompted by recent 


reports of low spots in pitot-static 
system hoses that could result in water 
being trapped and causing the pitot- 
static system to malfunction. The 
actions specified by this AD are 
intended to eliminate the low spots and 
prevent the generation of incorrect air 
speed and altitude information. 

DATES: Effective July 9,1992. 

The incorporation by reference of 
certain publications listed in the 
regulations is approved by the Director 
of the Federal Register as of July 9.1992. 

ADDRESSES: The service information 
referenced in this AD may be obtained 
from British Aerospace, PLC. Librarian 
for Service Bulletins, P.O. Box 17414, 
Dulles International Airport, 
Washington DC 20041-0414. This 
Information may be examined at the 
Federal Aviation Administration (FAA). 
Transport Airplane Directorate. Rules 
Docket, 1601 Lind Avenue SW., Renton. 
Washington; or at the Office of the 
Federal Register, 1100 L Street NW., 
room 6401, Washington, DC. 

FOR FURTHER INFORMATION CONTACT. 

William Schroeder. Standardization 
Branch, ANM-113. FAA, Transport 
Airplane Directorate, 1601 Lind Avenue 
SW., Renton, Washington 98055-4056; 
telephone (206) 227-2113; fax (206) 227- 
1320. 

SUPPLEMENTARY INFORMATION: A 

proposal to amend part 39 of the Federal 
Aviation Regulations to include an 
airworthiness directive (AD) that is 
applicable to British Aerospace Model 
BAe 146-lOOA, 200A. and SOOA series 
airplanes was published in the Federal 
Register on February 12,1992 (57 FR 
5085). That action proposed to require 
installation of shorter hoses at certain 
locations in the pitot-static system on 
affected airplanes. 

Interested persons have been afforded 
an opportunity to participate in the 
making of this amendment. Due 
consideration has been given to a single 
comment received. 

The commenter supports the proposed 
rule. 

After careful review of the available 
data, including the comment noted 
above, the FAA has determined that air 
safety and the public interest require the 
adoption of the rule as proposed. 

The FAA estimates that 18 airplanes 
of U.S. registry will be affected by this 
AD, that it will take approximately 9 
work hours per airplane to accomplish 
the required actions, and that the 
average labor rate is $55 per work hour. 
Required parts will cost approximately 
$494 per airplane. Based on these 
figures, the total cost impact of the AD 
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on U.S. operators is estimated to be 
$17,802, 

The regulations adopted herein will 
not have substantial direct effects on the 
States, on the relationship between the 
national government and the States, or 
on the distribution of power and 
responsibilities among the various levels 
of government. Therefore, in accordance 
wi5i Executive Order 12612, it is 
determined that this Hnal rule does not 
have sufHcient federalism implications 
to warrant the preparation of a 
Federalism Assessment, 

For the reasons discussed above. 1 
certify that this action (1) is not a ‘‘major 
rule" under Executive Order 12291; (2) is 
not a "significant rule" under DOT 
Regulatory Policies and Procedures (44 
FR11034, February 26,1979); and (3) will 
not have a significant economic impact 
positive or negative, on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act 
A final evaluation has been prepared for 
this action and it is contained in the 
Rules Docket. A copy of it may be 
obtained from the Rules Docket at the 
location provided under the caption 
"ADDRESSES." 

List of Subjects in 14 CFR Part 39 

Air transportation, Aircraft Aviation 
safety. Incorporation by reference, 

Safety. 

Adoption of the Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
amends 14 CFR part 39 of the Federal 
Aviation Regulations as follows: 

PART 39—AIRWORTHINESS 
DIRECTIVES 

1. The authority citation for part 39 
continues to read as follows: 

Authority: 49 U.S.C. 1354(a), 1421 and 1423; 
49 U.S.C. 106(g); and 14 CFR 11.89. 

§39.13 (Amended) 

2. Section 39.13 is amended by adding 
the following new airworthiness 
directive; 

92-ll-OS. British Aerospace: Amendment 39- 
8256, Docket 92-NM-06-AD. 

Applicability: British Aerospace Model 
BAe 146-lOOA 200A. and 300A series 
airplanes, certificated in any category. 

Compliance: Required as indicated, unless 
accomplished previously. 

To prevent the generation of incorrect air 
speed and altitude information, accomplish 
the following: 

(a) For British Aerospace Model BAe 146- 
200A series airplanes with Serial Numbers 
E2164 and subsequent; and Model BAe 146- 
300A series airplanes with Serial Numbers 
£3118, E3163, and subsequent: Within 30 days 


after the effective date of this AD. accomplish 
the actions specified in paragraphs (a)(1), 
(a)(2). and (a)(3) of this AD. in accoidance 
with instructions in British Aerospace Service 
Bulletin SB.34-126-00950J, dated March 22. 
1991: 

(1) Replace existing pitot-static system 
hoses at specified location with shorter 
hoses. 

(2) Check the clamp block bolts 
installation. If any discrepancy is detected, 
correct it prior to further flight. 

(3) Conduct a leak test of the pitot-static 
system. If any discrepancy is detected, 
correct it prior to further flight. 

(b) For British Aerospace Model BAe 146- 
lOOA, 200A, and 3(X)A series airplanes 
equipped with a True Airspeed Computer No. 

1 in accordance with modification 
HCM40159B or HCM40297G. along with a 
Mode “S** Transponder In accordance with 
modification HCM30118B or HCM40277A: 
Within 90 days after the effective date of this 
AD. accomplish the actions specified in 
paragraphs (b](l} and (b)(2) of this AD. in 
accordance with instructions in British 
Aerospace Service Bulletin SB.34-131- 
46041A dated June 24.1991: 

(1) Replace existing pitot-static system 
hoses at specified locations with shorter 
hoses. 

(2) Conduct and leak test of the pitot-static 
system. If any discrepancy is detected, 
correct it prior to further flight. 

(c) For British Aerospace Model BAe 146- 
lOOA. 200A. and 300A series airplanes 
equipped with a True Airspeed Computer No. 

2 in accordance with modification 
HCM40160C or HCM40298G. along with a 
Mode "S" Transponder in accordance with 
modification HCM30118B or HCM40277A: 
Within 90 days after the effective date of this 
AD. accomplish the actions specified in 
paragraphs (c)(1) and (c)(2) of this AD. in 
accordance with instructions in British 
Aerospace Service Bulletin SB.34-132- 
46042A. dated June 24,1991: 

(1) Replace existing pitot-static system 
hoses at specified locations with shorter 
hoses. 

(2) Conduct a leak test of the pitot-static 
system. If any discrepancy is detected, 
correct it prior to further flight. 

(d) An alternative method of compliance or 
adjustment of the compliance time, which 
provides an acceptable level of safety, may 
be used when approved by the Manager, 
Standardization Branch. ANM-113. FAA, 
Transport Airplane Directorate. The request 
shall be forwarded through an FAA Principal 
Maintenance Inspector, who may concur or 
comment and then send it to the Manager, 
Standardization Branch, ANM-113. 

(e) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the airplane to a location where the 
requirements of this AO can be 
accomplished. 

(f) The inspections and modifications shall 
be done in accordance %vith British 
Aerospace Service Bulletin SB.34-128-00950], 
dated March 22,1991; British Aerospace 
Service Bulletin SB.34-131^t6041A dated 
June 24.1991; or British Aerospace Service 
Bulletin SB.34-132^46042A. dated June 24. 

1991; as applicable. This incorporation by 


reference was approved by the Director of 
the Federal Register in accordance with 5 
U.S.C 552(a) and 1 CFR part 51. Copies may 
be obtained from British Aerospace. PLC 
Librarian for Service Bulletins. P.O. Box 
17414, Dulles International Airport, 
Washington DC 20041-0414. Copies may be 
inspected at the FAA. Transport Airplane 
Directorate, 1601 Lind Avenue SW., Renton, 
Washington; or at the Office of the Federal 
Register. 1100 L Street NW., room 8401, 
Washington, DC. 

(g) This amendment becomes effective on 
July 9,1992. 

Issued in Renton, Washington, on April 29, 
1992. 

N. B. Martenson, 

Acting Manager, Transport Airplane 
Directorate, Aircraft Certification Service. 
[FR Doc. 92-13043 Filed 6-3-92; 8:45 am) 
BrLUNO cooc 49>0-1S>ai 


14 CFR Part 39 

(Docket No. 91-NM-280-AO; Amendment 
39-6253; AO 92-11-03] 

Airworthiness Directives; British 
Aerospace Model DH/BH/H$ 125 
Series Airplanes, Excluding Model 
125-600A, -700A, -800A, and -1000A 
Series Airplanes 

AGENCY: Federal Aviation 
Administration, DOT. 
action: Final rule. 

summary: This amendment adopts a 
new airworthiness directive (AD), 
applicable to British Aerospace Model 
DH/BH/HS125 series airplanes, that 
requires eddy current inspections and, if 
necessary, dye penetrant inspections of 
certain areas of the wing upper skins to 
detect cracks in the vicinity of 
countersunk bolt holes and in internal 
stringers; and repair, if necessary. This 
amendment is prompted by recent 
reports of cracks in countersunk bolt 
holes in left and right wing upper skins 
and internal stringers attached to the 
underside of the wing upper skins. The 
actions specified by this AD are 
intended to prevent reduced structural 
integrity of the wings. 
dates: Effective July 9,1992. 

The incorporation by reference of 
certain publications listed in the 
regulations is approved by the Director 
of the Federal Register as of July 9,1992. 
ADDRESSES: The service information 
referenced in this AD may be obtained 
from British Aerospace, PLC. Librarian 
for Service Bulletins, P.O. Box 17414, 
Dulles International Airport, 

Washington DC 20041-0414. This 
information may be examined at the 
Federal Aviation Administration (FAA), 
Transport Airplane Directorate, Rules 
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Docket 1601 Und Avenue SW., Renton, 
Washington: or at the Office of the 
Federal Register, 1100 L Street NW., 
room 8401. Washington. DC. 

FOR FURTHER INFORMATION CONTACT: 

William Schroeder, Standardization 
Branch. ANM-113. FAA. Transport 
Airplane Directorate. 1601 Lind Avenue 
SW.. Renton. Washington 98055-4056: 
telephone (206) 227-2113: fax (206) 227- 
1320. 

SUPPLEMENTARY INFORMATION: A 

proposal to amend part 39 of the Federal 
Aviation Regulations to include an 
airworthiness directive (AD) that is 
applicable to British Aerospace Model 
DH/BH/HS125 series airplanes was 
published in the Federal Register on 
January 12,1992 (57 FR 5082). That 
action proposed to require eddy current 
inspections and. if necessary, dye 
penetrant inspections of certain areas of 
the wing upper skins, to detect cracks in 
the vicinity of countersunk bolt holes 
and in internal stringers: and repair, if 
necessary. 

Interested persons have been afforded 
an opportunity to participate in the 
making of this amendment. No 
comments were submitted In response 
to the proposal or the FAA’s 
determination of the cost to the public. 

Certain references to British 
Aerospace Service Bulletin S.E 57-75 
that appeared in paragraphs (a), (b). and 
(c) of the proposal have been corrected 
in the final rule to specify **)uly 30,1991** 
as the date of issuance (rather than July 
31.1991). 

After careful review of the available 
data, the FAA has determined that air 
safety and the public interest require the 
adoption of the rule with the corrections 
previously described. The FAA has 
determine that these corrections will 
neither increase the economic burden on 
any operator nor increase the scope of 
the AD. 

The FAA estimates that 133 airplanes 
of U.S. registry will be affected by this 
AD. that it will take approximately 12 
work hours per airplane to accomplish 
the required actions, and that the 
average labor rate is $55 per work hour. 
Based on these figures, the total cost 
impact of the AD on U.S. operators is 
estimated to be $87,780. 

The regulations adopted herein will 
not have substantial direct effects on the 
States, on the relationship between the 
national government and the States, or 
on the distribution of power and 
responsibilities among the various levels 
of government. Therefore, in accordance 
with Executive Order 12612, it is 
determined that this final rule does not 
have sufficient federalism implications 


to warrant the preparation of a 
Federalism Assessment 

For the reasons discussed above. 1 
certify that this action (1) is not a **maior 
rule** under Executive Order 12291; (2) is 
not a "significant rule*' under DOT 
Regulatory Policies and Procedures (44 
FR 11034, February 26,1979); and (3) will 
not have a significant economic impact, 
positive or negative, on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act 
A final evaluation has been prepared for 
this action and it is contained in the 
Rules Docket A copy of it may be 
obtained from the Rules Docket at the 
location provided under the caption 
"ADDRESSES." 

List of Subjects in 14 CFR Part 39 

Air transportation. Aircraft. Aviation 
safety, Incorporation by reference. 
Safety. 

Adoption of the Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
amends 14 CFR part 39 of the Federal 
Aviation Regulations as follows: 

PART 39—AIRWORTHINESS 
DIRECTIVES 

1. The authority citation for part 39 
continues to read as follows: 

Authority: 49 U.S.C 1354(a). 1421 and 1423: 
49 us e 106(g); and 14 CFR lisa 

S 39.13 [Amended) 

2. Section 39.13 is amended by adding 
the following new airworthiness 
directive: 

92-11-03. British Aerospace: Amendment 39- 
8253. Docket 91-NM-28a-AO. 
Applicability: British Aerospace Model DH/ 
BH/HS125 series airplanes, excluding 
Models 125-eOOA. -700A -800A, and - 
lOOOA series airplanes: as listed in 
British Aerospace Service Bulletin S.B. 
57-75. dated July 30.1991; certificated in 
any category. 

Compliance: Required as indicated, unless 
accomplish^ previously. 

To prevent reduced structural integrity of 
the wings, accomplish the following: 

(a) Within 3 months after the effective date 
of this AD. and thereafter at intervals not to 
exceed 4 years or 2.200 flights, whichever 
occurs first, perform an eddy current 
inspection on specified areas of the left and 
right wing upper skins to detect cracks in 
countersunk bolt holes in the wing skins and 
In the internal stringers. In accordance with 
British Aerospace Service Bulletin S.B. 57-75. 
dated July 30.1991. 

(b) If cracks are discovered as a result of 
the ^dy current inspection required by 
paragraph (a) of this AD. prior to further 
flight, perform a dye penetrant inspection, in 
accordance with British Aerospace Service 
BulleUn S.a 57-75. dated July 3a 1991. 


(c) If cracks are discovered as a result of 
either the eddy current inspections required 
by paragraph (a) of this AD. or the dye 
penetrant inspection required by paragraph 
(b) of this AD. prior to further flight, repair 
the crackfs) as follows: 

(1) Cracks that do not exceed the limits 
specified in British Aerospace Service 
Bulletin S.B. 57-75. dated July 30.1991, must 
be repaired in accordance with the 
procedures in the Service Bulletin. 

(2) Cracks that exceed the limits specified 
in British Aerospace Service Bulletin S3.57- 
75. dated July 30.1991, must be repaired in 
accordance with a method approved by the 
Manager. Standardization Branch, ANM-113. 
FAA, Transport Airplane Directorate. 

(d) An alternative method of compliance or 
adjustment of the compliance time, which 
provides an acceptable level of safety, may 
be used when approved by the Manager, 
Standardization Branch. ANM-113. FAA 
Transport Airplane Directorate. The request 
shall be forwarded through an FAA Principal 
Maintenance inspector, who may concur or 
comment and then send it to the Manager. 
Standardization Branch. ANM-113. 

(e) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the airplane to a location where the 
requirements of this AD can be 
accomplished. 

(0 The inspections and repairs shall be 
done in accordance with British Aerospace 
Service Bulletin 8.B. 57-75. dated July 30. 

1991. This incorporation by reference was 
approved by the Director of the Federal 
Register In accordance with 5 U.S.C. 552(a) 
and 1 CFR part 51. Copies may be obtained 
from British Aerospace. PLC. Librarian for 
Service Bulletins, P.O. Box 17414. Dulles 
international Airport. Washington, D.C 
20041-0414. Copies may be inspected at the 
FAA Transport Airplane Directorate. 1601 
Lind Avenue SW., Renton, Washington: or at 
the Office of the Federal Register. 1100 L 
Street NW., room 8401. Washington. DC 

(g) This amendment becomes effective on 
July 9,1992. 

Issued In Renton, Washington, on April 28. 

1992. 

N.B. Marteoson, 

Acting Manager, Transport Airplane 
Directorate, Aircraft Certification Service. 
(FR Doc. 92-13042 Filed 6-3-02: 8:45 am) 
BtUJMQ CODE 4S10-1S-N 


14 CFR Part 39 

(Dockat No. 91-NM-281-AO; A m andmut 
39-8255; AO 92-11-05) 

Airworthiness Directives; British 
Aerospace Viscount Model 744» 745D 
and 810 Series Airplanes 

AOENCr. Federal Aviation 

Administration, DOT. 

action: Final rule._ 

summary: This amendment adopts a 
new airworthiness directive (AD), 
applicable to British Aerospace 
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Viscount Model 744, 745D and 810 series 
airplanes, that requires visual inspection 
of the upper boom of a wing rib for 
proper fastener edge distance, and, 
repair or replacement of the rib boom 
with a new part if necessary. This 
amendment is prompted by reports of 
undersized end rib booms. Hie actions 
specified by this AD are intended to 
prevent reduced structural integrity of 
the engine mount attachment to the wing 
and wing structure. 
dates: July 9,1992. 

The incorporation by reference of 
certain publications listed in the 
regulations is approved by the Director 
of the Federal Register as of July 9,1992. 
ADDRESSES: The service information 
referenced in this AD may be obtained 
from British Aerospace, PLC, Librarian 
for Service Bulletins. P.O. Box 17414, 
Dulles International Airport, 

Washington, DC 20041-0414. This 
information may be examined at the 
Federal Aviation Administration (FAA), 
Transport Airplane Directorate. Rules 
Docket, 1601 Lind Avenue SW., Renton, 
Washington; or at the OfHce of the 
Federal Register. 1100 L Street NW., 
room 6401, Washington. DC. 

FOR FURTHER INFORMATION CONTACT: 

Mr. William Schroeder, Standardization 
Branch, ANM-113. FAA, Transport 
Airplane Directorate, 1601 Lind Avenue 
SWm Renton. Washington 9805S-4056: 
telephone (206) 227-2148: fax (206) 227- 
132a 

SUPPLEMENTARY INFORMATION: A 

proposal to amend part 39 of the Federal 
Aviation Regulations to include an 
airworthiness directive (AD) that is 
applicable to British Aerospace 
Viscount Model 744,745D and 810 series 
airplanes was published in the Federal 
Re^ster on February 12.1992 (57 FR 
5083). That action proposed to require 
visuid inspection of the upper boom of a 
wing rib for proper fastener edge 
distance, and, repair or replacement of 
the rib boom with a new part, if 
necessary. 

Interested persons have been afforded 
an opportunity to participate in the 
making of this amendment. No 
comments were submitted in response 
to the proposal or the FAA’s 
determination of the cost to the public. 
The FAA has determined that air safety 
and public interest require the adoption 
of the rule as proposed. 

The FAA estimates that 29 airplanes 
of U.S, registry will be affected by this 
AD. that it will take approximately 30 
work hours per airplane to accomplish 
the required actions, and that the 
average labor rate Is $55 per work hour. 
Based on these figures, the total cost 


impact of the AD on U.S. operators is 
estimated to be $47,85a 

The regulations adopted herein will 
not have substantial direct effects on the 
States, on the relationship between the 
national government and the States, or 
on the distribution of power and 
responsibilities among the various levels 
of government. Therefore, in accordance 
with Executive Order 12612, it is 
determined that this final rule does not 
have sufficient federalism implications 
to warrant the preparation of a 
Federalism Assessment 

For the reasons discussed above. 1 
certify that this action (1) is not a *^jor 
rule** under Executive**Order 12291; (2) is 
not a '"significant rule*' under DOT 
Regulatory Policies and Procedures (44 
FR 11034, February 26,1979): and (3) will 
not have a significant economic impact 
positive or negative, on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act 
A final evaluation has been prepared for 
this action and it is contained in the 
Rules Docket A copy of it may be 
obtained from the Rules Docket at the 
location provided under the caption 
^ADDRESSES.** 

List of Subjects in 14 CFR Part 39 

Air transportation. Aircraft Aviation 
safety. Incorporation by reference, 
Safety. 

Adoption of the Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
amends 14 CFR part 39 of the Federal 
Aviation Regulations as follows; 

PART 39—AIRWORTHINESS 
DIRECTIVES 

1. The authority citation for part 39 
continues to read as follows: 

Authority: 49 U.S.C 1354(a). 1421 and 1423; 
49 US.a 106(g): and 14 CFR lim 

S 39.13 (Amended] 

2. Section 39.13 is amended by adding 
the following new airworthiness 
directive: 

92-ll-OS. British Aerospace: Amendment 39- 
8255. Docket 91-NM-281-AD. 

Applicability: Viscount Model 744 and 
745D series airplanes, post-mod D3070 and 
D3292; and Viscount Model 810 series 
airplanes, post-mod FG1925 and FG2172, 
certificated in any category. 

Compliance: Required as indicated, unless 
accomplished previously. To prevent reduced 
structural integrity of the engine mount 
attachment to the wing and wing structure, 
accomplish the following: 

(a) Within 100 landings or within 4 months 
after the effective date of this AD. wtdchever 
occurs earlier, visually inspect the upper 


boom of the wing rib at wing station 257, left 
and right, for proper fastener edge distance, 
in accordance with British Aerospace 
Viscount Alert Preliminary Technical Leaflet 
(PTL) 192 or PTL 323. both dated January 31. 
1990. as applicable. 

(b) If any discrepancies are detected In the 
fastener e^e distance, prior to further flight 
replace the rib boom with a new piul, or 
repair in a manner approved by the Manager, 
Standardization Bran^, ANM-113, FAA, 
Transport Airplane Directorate. 

(c) An alternative method of compliance or 
adjustment of the compliance time, which 
provides an acceptable level of safety, may 
be used when approved by the Manager, 
Standardization Branch, ANM-113. FAA. 
Transport Airplane Directorate. The request 
shall be forwarded through an FAA Principal 
Maintenance Inspector, who may concur or 
comment and then send It to the Manager. 
Standardization Branch. ANM-113. 

(d) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the airplane to a location where the 
requirements of this AD can be 
accomplished. 

(e) liie inspection and replacement shall be 
done in accordance with British Aerospace 
Viscount Alert PTL 192, Issue 1, dated 
January 31.1990; or British Aerospace 
Viscount Alert PTL 323. Issue 1, dated 
January 31.1990; as applicable. 

(Note: The issue date of PTL 192 and PTL 
323 is indicated only on **page 3 of 5" of each 
document; no other page of these doctiments 
is dated.) This incorporation by reference 
was approved by the Director of the Federal 
Register In accordance with 5 U.S.C 552(a) 
and 1 CFR part 51. Copies may be obtained 
from British Aerospace, PLC, Librarian for 
Service Bulletins. P.O. I^x 17414. Dulles 
International Airport. Washington. DC 20041- 
0414. Copies may be Inspected at the FAA 
Transport Airplane Directorate. 1601 Lind 
Avenue SW^ Renton. Washington; or at the 
Office of the Federal Register. 1100 L Street 
NW., room 8401. Washington. DC 

(f) This amendment be^mes effective on 
July a 1992. 

Issued in Renton, Washington, on April 29, 
1992. 

N.B. Martenson, 

Acting Manager Transport Airplane 
Directorate, Aircraft Certification Service, 

(FR Doc. 92-13045 Filed 6-3-92: &*45 am] 
BILUNQ COOC 4SIO-tS-« 


TENNESSEE VALLEY AUTHORITY 
18 CFR Part 1301 

Freedom of Information Act 

AGENCY: Tennessee Valley Authority 
(TVA). 

action: Final rule. 

summary: The Tennessee Valley 
Authority is amending its regulations to 
provide procedures for requesting a 
waiver or reduction of fees for records 
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requested through the Freedom of 
Information Act. 

EFFECTIVE DATE: June 4.1992. 

FOR FURTHER INFORMATION CONTACT. 
Linda E. Blevins, Tennessee Valley 
Authority, 1101 Market Street (MR 2F). 
Chattanooga, TN 37402-2801, telephone 
number (615) 751-2524. 

SUPPLEMENTARY INFORMATION: 

On February 24,1992 (57 FR 6300- 
6301), TVA gave notice of its intention 
to amend its regulations to provide 
procedures for requesting a waiver or 
reduction of fees for records requested 
through the Freedom of Information Act. 
No comments were received in response 
to this notice. There are no substantive 
changes between the text of the 
proposed rule and the text of the final 
rule. 

List of Subjects in 18 CFR Part 1301 

Administrative practice and 
procedure. Freedom of information. 
Privacy act. Sunshine act. 

For the reasons set forth in the 
preamble, title 18, chapter XIII of the 
Code of Federal Regulations is amended 
as follows: 

PART 1301—PROCEDURES 

1. The authority citation for part 1301, 
subpart A. continues to read as follows: 

Authority: 16 U.S.C. 831-631dd. 5 U.S.C. 

552. 

2. Section 1301.3 is added to read as 
follows: 

§ 1301.3 Waiver or reduction of fees. 

(a) Records responsive to a request 
under 5 U.S.C. 552 shall be furnished 
without charge or at a charge reduced 
below that established under $ 1301.2 
where TVA determines, based upon 
information provided by a requester in 
support of a fee waiver request or 
otherwise made known to TVA, that 
disclosure of the requested information 
is in the public interest because it is 
likely to contribute significantly to 
public understanding of the operations 
or activities of the government and is 
not primarily in the commercial interest 
of the requester. Requests for a waiver 
or reduction of fees, which shall be 
made at the same time as the requests 
for records, shall be considered on a 
case-by-case basis. 

(b) In order to determine whether the 
first fee waiver requirement is met—i.e., 
that disclosure of the requested 
information is in the public interest 
because it is likely to contribute 
significantly to public understanding of 
the operations or activities of the 
government—TVA shall consider the 
following four factors in sequence: 


(1) The subject of the request: 
Whether the subject of the requested 
records concerns **the operations or 
activities of the government.** The 
subject matter of the requested records, 
in the context of the request, must 
specifically concern Identifiable 
operations or activities of the federal 
government—with a connection that is 
direct and clear, not remote or 
attenuated. Furthermore, the records 
must be sought for their informative 
value with respect to those government 
operations or activities; a request for 
access to records for their intrinsic 
informational content alone will not 
satisfy this threshold consideration. 

(2) The informational value of the 
information to be disclosed: Whether 
the disclosure is “likely to contribute** to 
an understanding of government 
operations or activities. The disclosable 
portions of the requested records must 
be meaningfully informative on specific 
government operations or activities in 
order to hold potential for contributing 
to increased public understanding of 
those operations and activities. The 
disclosure of information that already is 
in the public domain, in either a 
duplicative or a substantially identical 
form, would not be likely to contribute 
to such understanding, as nothing new 
would be added to the public record. 

(3) The contribution to an 
understanding of the subject by the 
public likely to result from disdosure: 
Whether disclosure of the requested 
information will contribute to “public 
understanding.** The disclosure must 
contribute to the understanding of the 
public at large, as opposed to the 
individual understanding of the 
requester or a narrow segment of 
interested persons. A requesters 
identity and qualification—e.g., 
expertise in the subject area and ability 
and intention to effectively convey 
information to the general public— 
should be considered. It reasonably may 
be presumed that a representative of the 
news media (as defined in paragraph 
1301.2(b)(7)) who has access to the 
means of public dissemination readily 
will be able to satisfy this consideration. 
Requests from libraries or other record 
repositories (or requesters who intend 
merely to disseminate information to 
such institutions) shall be analyzed, like 
those of other requesters, to identify a 
particular person who represents that he 
actually will use the requested 
information in scholarly or other 
analytic work and then disseminate it to 
the general public. 

(4) The significance of the 
contribution to public understanding: 
Whether the disclosure is likely to 
contribute “significantly** to public 


understanding of government operations 
or activities. The public*8 understanding 
of the subject matter in question, as 
compared to the level of public 
understanding existing prior to the 
disclosure, must be likely to be 
enhanced by the disclosure to a 
significant extent. TVA shall not make 
separate value judgments as to whether 
information, even though it in fact would 
contribute significantly to public 
understanding of the operations or 
activities of the government, is 
**important*’ enough to be made public. 

(c) In order to determine whether the 
second fee waiver requirement is met— 
i.e., that disclosure of the requested 
information is not primarily in the 
commercial interest of the requester— 
TVA shall consider the following two 
factors in sequence: 

(1) The existence and magnitude of a 
commercial interest: Whether the 
requester has a commercial interest that 
would be furthered by the requested 
disclosure. TVA shall consider all 
commercial interests of the requester 
(with reference to the definition of 
'*commercial use** in paragraph 
1301.2(b)(4)), or any person on whose 
behalf the requester may be acting, but 
shall consider only those interests which 
would be furthered by the requested 
disclosure. In assessing the magnitude of 
Identified commercial interests, 
consideration shall be given to the role 
that such FOlA-disclosed information 
plays with respect to those commercial 
interests, as well as to the extent to 
which FOIA disclosures serve those 
interests overall. Requesters shall be 
given a reasonable opportunity in the 
administrative process to provide 
information bearing upon this 
consideration. 

(2) The primary interest in disclosure: 
Whether the magnitude of the identified 
commercial interest of the requester is 
sufficiently large, in comparison with 
the public interest in disclosure, that 
disclosure is “primarily in the 
commercial interest of the requester.** A 
fee waiver or reduction is warranted 
only where, once the **public interest** 
standard set out in paragraph (b) of this 
section is satisfied, that public interest 
can fairly be regarded as greater in 
magnitude than that of the requester's 
commercial interest in disclosure. TVA 
shall ordinarily presume that, where a 
news media requester has satisfied the 
“public interest" standard, that will be 
the interest primarily served by 
disclosure to that requester. Disclosure 
to data brokers or others who compile 
and market government information for 
direct economic return shall not be 
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presumed to primarily serve the **public 
interest’* 

(d) Where only a portion of the 
requested records satisfies both of the 
requirements for a waiver or reduction 
of fees under this paragraph* a waiver or 
reduction shall be granted only as to 
that portion. 

(e) Requests for the waiver or 
reduction of fees shall address each of 
the factors listed in paragraphs (b) and 
(c) of this section, as they apply to each 
record request 

(f) A denial of a request for reduced 
fees or of a request for waiver of fees, in 
whole or in part, will be made in writing, 
will state the reasons for the denial, and 
will notify the requester of the right to 
appeal the denial. The appeal process 
for denial of a fee waiver or reduction of 
fees shall be identical to the appeal 
process for denial of a requested record 
and shall be subject to the procedures 
detailed in $ 1301.1(c)(2). 

Louis S. Grande, 

V/ce President, Information Services. 

|FR Doc, 92-13111 Filed 6-3-92: 8:45 am] 

SU.UNO COOE 


DEPARTMENT OF TRANSPORTATION 
Coast Guard 
33 CFR Part 100 
(CGD 05-92-18] 

Special Local Regulations for Marine 
Events; Norfolk Harborfest 1992; 
Norfolk Harbor, Elizabeth River, 

Norfolk and Portsmouth, VA 

aocncy: Coast Guard, DOT. 
action: Notice of implementation of 
special local regulations. 

summary: This notice implements 
special local regulations for Norfolk 
Harborfest 1992, an annual event to be 
held in the Waterside area of the 
Elizabeth River between Norfolk and 
Portsmouth. Virginia. These special 
local legulations are needed to control 
vessel traffic within the immediate 
vicinity of Waterside due to the 
confmed nature of the waterway and the 
expected vessel congestion during the 
Norfolk Harborfest 1992 activities. The 
effect will be to restrict general 
navigation in the regulated area for the 
safety of participants and spectators. 
EFFEcnvB DATES: The regulations in 33 
CFR 100.501 are effective for the 
following periods: 

10 a.m. to 9 p.m., June 5.1992. 
d a.m. to 11 p.m., June 6,1992, 

3:30 a.m. to 6:30 p.m., June 7.1992. 


If inclement weather causes the 
postponement of the fireworks display 
on June 6,1992, the regulations wiU be in 
effect until 11 p.m., June 7,1992. 

FOR FURTHER INFORMATION CONTACT. 

Stephen L Phillips, Chief, Boating 
Affairs Branch. Fifth Coast Guard 
District 431 Crawford Street. 

Portsmouth. Virginia 23705 (804) 398- 
6204, or Commander, Coast Guard 
Group Hampton Roads (804) 483-8559. 

SUPPLEMENTARY INFORMATION: 

Drafting Information 

The drafters of this notice are QMl 
Kevin R. Connors, project officer. 
Boating Affairs Branch, Boating Safety 
Division, Fifth Coast Guard District, and 
LT Monica L Lombardi, project 
attorney, Fifth Coast Guard District 
Legal Staff. 

Discussion of Regulation 

Norfolk Harborfest. Ina has submitted 
an application to hold Norfolk 
Harborfest 1992 on June 5. 6. and 7,1992, 
in the Waterside area of the Elizabeth 
River. This area is covered by 33 CFR 
100.501 and generally includes the 
waters of the Elizabeth River between 
Town Point Paiic, Norfolk. Virginia, the 
mouth of the Eastern Branch of the 
Elizabeth River, and Hospital Point 
Portsmouth. Virginia. Since this event is 
of the type contemplated by this 
regulation and the safety of the 
participants and spectators viewing this 
event will be enhanced by the 
implementation of special local 
regulations for the ^izabeth River, 33 
CFR 100.501 will be in effect during 
Norfolk Harborfest 1992. Norfolk 
Harborfest 1992 will consist of aerobatic 
demonstrations, and air/sea rescue 
demonstration, fireworks, and numerous 
other water events, to include a parade 
of sailboats and several boat and raft 
races. Because commercial vessels will 
be permitted to transit the regulated 
area between events, commercial traffic 
should not be severely disrupted. In 
addition to regulating the area for the 
safety of life and property, this notice of 
implementation also authorizes the 
Patrol Commander to regulate the 
operation of the Berkley drawbridge in 
accordance with 33 CFR 117.1007, and 
authorizes spectators to anchor in the 
special anchorage areas described in 33 
CFR 110.72aa. 

Dated: May 21.1992. 

W.T. LeUnd, 

Rear Admiral U.S Coast Guard Commander, 
Fifth Coast Guard District 
|FR Doc. 92-12937 Filed 8-3-92; 8:45 am] 
BiUJNO COOC 4S10-14HI 


33 CFR Part 100 
(CQ01 92-013) 

Ray Catena Mercedes-Benz Offshore 
Grand Piix, Manasquan, NJ 

AQENCT. Coast Guard, DOT. 
action: Implementation rule. 

summary: This document puts into 
effect the permanent regulations for the 
Ray Catena Mercedes-Benz Offshore 
Grand Prix. The regulations are 
necessary in order to control vessel 
traffic within the immediate vicinity of 
the event due to the hazards associated 
with powerboat racing and the 
anticipated congestion at the time of the 
event. The purpose of this regulation is 
to provide for the safety of life and 
property on navigable waters during the 
event. 

EFFECTIVE DATE: The regulations are 
effective at 11:00 am on Saturday, July 
25.1992 and terminate at 3:00 pm on 
Saturday, July 25,1992. 

FOR FURTHER INFORMATION CONTACT 

Lieutenant (junior grade) Eric G. 
Westerberg, Chief. Boating Safety 
Affairs Branch. First Coast Guard 
District, (617) 223-8310. 

SUPPLEMENTARY INFORMATON: This 
notice provides the effective time period 
for the regulation governing the 1992 
running of the Ray Catena Mercedes- 
Benz Offshore Grand Prix. The 
regulations. 33 CFR 100.109, will be in 
effect from IIKX) am on July 25,1992 
through 3.-00 pm on July 25.1992. The 
Ray Catena Mercedes-Benz Offshore 
Grand Prix is a high speed power boat 
race around a rectangular course. The 
race course is situated on the coastal 
waters of the Atlantic Ocean extending 
from Manasquan, NJ to Seaside Heights, 
NJ. Sponsor provided patrol craft will 
mark the spectator area which will be 
established from Manasquan Inlet 
northward for one half (^) mile. Vessels 
exiting Manasquan Inlet and wishing to 
transit the area %vill be directed to 
proceed north along the shore until clear 
of (north of) the regulated area. No 
vessels will be allowed to exit 
Manasquan Inlet in a southerly direction 
during the effective period of regulation. 
The regulated area will be patrolled by 
the U.S. Coast Guard, the Coast Guard 
Auxiliary, state and local law 
enforcement agencies and the sponsor. 
Further public notification, including the 
full text of the regulations will be 
accomplished through advance notice in 
the First Coast Guard District Local 
Notice to Mariners. 
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Drafting Information 

The principal persons involved in 
drafting this document are LTJG E.G. 
Westerberg. Project Manager. First 
Coast Guard District Boating Safety 
Division, and LCDR J. Astley. Project 
Attorney. First Coast Guard District 
Legal Office. 

Dated: May 15.1992. 

|.D. Sipes, 

Rear Admiral, U.S. Coast Guard Commander, 
First Coast Guard District. 

[FR Doc. 92-13105 Filed 0-3-92: 8:45 am) 

B1U.IMQ COOC 4Sia-14>M 


33 CFR Part 100 
tCGD-09-92-051 

Special Local Regulations: Sodus Bay 
4th of July Fireworks, Lake Ontario, 
Sodus Bay, Sodus Point, NY 

agency: Coast Guard. DOT. 

ACTION: Temporary final rule. 

summary: Special Local Regulations, 
which will restrict general vessel traffic, 
are being imposed in Sodus Bay for 
fireworks on the 3rd of July 1992. 
Because of the unusually large number 
of spectator craft in the area and falling 
ash and debris, which could pose 
hazards to navigation in the area. 

Special Local Regulations are necessary 
to ensure the safety of life and property 
during the fireworks display. 

EFFECTIVE DATE: These regulations 
become effective from 9 p.m. until 11;30 
p.m. (EDST) on July 3.1992. 

FOR FURTHER INFORMATION CONTACT: 
William A. Thibodeau, Marine Science 
Technician Third Class, U.S. Coast 
Guard. Aids to Navigation & Waterways 
Management Branch. Ninth Coast Guard 
District, 1240 East 9th Street, Cleveland. 
Ohio 44199-2060 (216) 522-4420. 
SUPPLEMENTARY INFORMATION: In 
accordance with 5 U.S.C 553, a Notice 
of Proposed Rule Making has not been 
published for these regulations and good 
cause exists for making them effective in 
less than 30 days from the date of 
publication. Following normal 
rulemaking procedures would have been 
impracticable. The application to hold 
this event was not received by the 
Commander, Ninth Coast Guard District, 
until 20 April 1992, and there was not 
sufficient time remaining to publish 
proposed rules in advance of the event 
or to provide for a delayed effective 
date. 

Drafting Information 

The drafters of this regulation are 
William A. Thibodeau. Marine Science 


Technician Third Class, U.S. Coast 
Guard, project officer. Aids to 
Navigation & Waterways Management 
Branch and M. Eric Reeves, 

Commander, U.S. Coast Guard, project 
attorney. Ninth Coast Guard District 
Legal Office. 

Discussion of Regulations 

The Sodus Bay 4th of July Fireworks 
will be conducted on Sodus Bay. Lake 
Ontario on the 3rd of July 1992. 
Fireworks will be launched from an 
anchored barge in Sodus Bay. This event 
will have falling ash and debris, and an 
unusually large number of spectator 
craft in the area, which could pose 
hazards to navigation in the area. Any 
vessel desiring to transit the regulated 
area may do so only with prior approval 
of the Patrol Commander (Officer in 
Chazge, U.S. Coast Guard Station Sodus 
Point NY.). 

Economic Assessment and Certification 

This regulation is considered to be 
non-major under Executive Order 12291 
on Federal Regulation and 
nonsignificant under Department of 
Transportation regulatory policies and 
procedures (44 FR 11034); February 26. 
1979). The economic impact has been 
found to be so minimal that a full 
regulatory evaluation is unnecessary. 
This event will draw a large number of 
spectator craft into the area for the 
duration of the event. This should have 
a favorable impact on commercial 
facilities providing services to the 
spectators. Any impact on commercial 
traffic in the area will be negligible. 

Since the impact of this regulation is 
expected to be minimal, the Coast 
Guard certifies that it will not have a 
significant economic impact on a 
substantial number of small entities. 

Federalism 

This action has been analyzed in 
accordance with the principles and 
criteria contained in Executive Order 
12612, and it has been determined that 
this rulemaking does not have sufficient 
federalism implications to warrant the 
preparation of a Federalism 
Assessment. 

List of Subjects in 33 CFR Part 100 

Marine safety. Navigation (water). 
Temporary Regulations 

In consideration of the foregoing, part 
100 of title 33, Code of Federal 
Regulations, is amended as follows: 

PART 100—(AMENDED] 

1. The authority citation for part 100 
continues to read as follows: 


Authority: 33 U.S.C 1233; 49 CFR 1.46 and 
33 CFR 100.35. 

2. Temporary S 100.35-T0905 is added 
to read as follows: 

§100.35 T0905 Sodus Bay 4th of July 
Rrsworks, Lake Ontario, Sodus Bay, Sodus 
Point, NY. 

(a) Regulated Area. A 500 foot radius 
around a barge anchored in position 43 
degrees 15.73 minutes North, 076 degrees 
58.23 minutes West, in Sodus Bay. Lake 
Ontario. 

(b) Special Local Regulations. (1) The 
above area will be closed to vessel 
navigation and anchorage, except when 
expressly authorized by the Coast 
Guard Patrol Commander, from 9 p.m. 
(EDST) until 11:30 p.m. (EDST) on 3 July 
1992. 

(2) The Coast Guard will patrol the 
regulated area under the direction of a 
designated Coast Guard Patrol 
Commander. The Patrol Commander 
may be contacted on channel 16 (156.8 
MHZ) by the call sign **Coa8t Guard 
Patrol Commander”. Any vessel, not 
authorized to participate in the event, 
desiring to transit the regulated area 
may do so only with prior approval of 
the Patrol Commander and when so 
directed by that officer. 

(3) The Patrol Commander may direct 
the anchoring, mooring, or movement of 
any boat or vessel within the regulated 
area. A succession of sharp, short 
signals by whistle or horn from vessels 
patrolling the area under the direction of 
the U.S. Coast Guard Patrol Commander 
shall serve as a signal to stop. Any 
vessel so signaled shall stop and shall 
comply with the orders of the Patrol 
Commander. Failure to do so may result 
in expulsion from the area, citation for 
failure to comply, or both. 

(4) The Patrol Commander may 
terminate the marine event or the 
operation of any vessel at any time it is 
deemed necessary for the protection of 
life and property. 

Dated: May 5.1992. 

G.A. Penington, 

Rear Admiral, U.S. Coast Guard, Commander, 
Ninth Coast Guard District 
(FR Doc. 92-13104 Filed 6-3-92; 0:45 am) 
BILUNO COOC 4t10-14-11 


33 CFR Part 165 

[COTP Jacksonville, FL Regulation 92-4S] 

Safety Zone Regulatlone; St. Johns 
River, Jacksonville, FL 

agency: Coast Guard, DOT. 
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action: Temporary final rule. 

SUMMARY: The Coast Guard is 
establishing a safety zone on the St. 
Johns River in Jacksonville. FL for all 
waters 500 feet on either side of the Old 
Acosta Bridge from 13 May 1992 until 21 
August 1992. The zone will be activated 
and deactivated, in whole or in part, as 
needed to protect the public from 
possible harm resulting from demolition 
operations to remove the Old Acosta 
Bridge. Entry into the specified zone, 
when activated, is prohibited. All other 
time periods, mariners should exercise 
caution while transiting throughout the 
area. 

EFFECTIVE DATES: This regulation is 
effective from May 13.1992 to August 21. 
1992. 

for further INFORMATION CONTACT: 

Lieutenant Commander Mike Maes, Tel: 
(904) 791-2648. 

SUPPLEMENTARY INFORMATION: In 

accordance with 5 U.S.C. 553. a notice of 
proposed rulemaking was not published 
for this regulation and good cause exists 
for making it effective in less than 30 
days after Federal Register publication. 
Publishing an NPRM and delaying its 
effective date would be contrary to the 
public interest since immediate action is 
needed to prevent injury to the public 
and provide a clear work area for 
demolition contractors. 

Drafting Information 

The drafters of this regulation are 
Lieutenant Junior Grade Theodore J. 
Ferring. project officer for the Captain of 
the Port, and Lieutenant Jacqueline M. 
Lasago. project attorney. Seventh Coast 
Guard District Legal Office. 

Discussion of Regulation 

The event requiring this regulation is 
the demolition of the Old Acosta Bridge. 
The zone is needed to protect the public 
from possible harm resulting from the 
use of high explosives used in 
demolishing large concrete structures, 
and to provide demolition contractors 
with a clear area to complete the task 
safely. During this period it is estimated 
that the zone, in whole or in part, will be 
activated approximately 18 times, but 
only for a short duration of not more 
than two hours. Entry into the specified 
zone, when activated, is prohibited. This 
regulation is issued pursuant to 33 
U.S.C. 1225 and 1231. 

Federalism 

This action has been analyzed in 
accordance with the principles and 
criteria contained in Executive Order 


12612, and it has been determined that 
the proposed rulemaking does not have 
sufficient federalism implications to 
warrant the preparation of a Federalism 
Assessment. 

List of Subjects In 33 CFR Part 165 

Harbors, Marine safety, Navigation 
(water). Security measures, Vessels. 
Waterways. 

Regulation 

In consideration of the foregoing, 
subpart C of part 165 of title 33. Code of 
Federal Regulations, is amended as 
follows: 

PART 16S—[AMENDED] 

1. The authority citation for part 165 
continues to read as follows: 

Authority: 33 U.S.C. 1231; 50 U.S.C. 191; 49 
CFR 1.46 and 33 CFR 1.05-l(g). 6.04-1, 6.04-6. 
and 160.5. 

2. A new § 165.T0800 is added to read 
as follows: 

§ 165.T0800 Safety Zone: St. Johns River, 
Jacksonville, Florida. 

(a) Location. The following area is a 
safety zone: As directed by the Captain 
of the Port Jacksonville, all waters, or 
any portion specified therein, of the St. 
Johns River within an overall area 
ranging bank to bank and 500 feet in 
both directions of the Old Acosta Bridge 
in downtown Jacksonville. FL. 

(b) Effective date. This regulation is 
effective from May 13,1992 to August 21. 
1992. The zone, in whole or in part, will 
be activated as directed by the Captain 
of the Port Jacksonville via broadcast 
notice to mariners with a minimum two 
hour notification. 

(c) Regulations. (1) In accordance with 
the general regulations in § 165.23 of this 
part, entry into this zone is prohibited 
unless authorized by the Captain of the 
Port. 

(2) This section does not apply to 
authorized law enforcement agencies 
and demolition contractors operating 
within the Safely Zone. 

Dated: May 12,1992. 

J. P. Wysocki, 

Captain, U.S. Coast Guard, Captain of the 
Port. Jacksonville, Florida. 

[FR Doc. 92-12938 Filed 6-^92: 8:45 am] 
BILLING CODE 4910-14-M 


National Highway Traffic Safety 

Administration 

49 CFR Part 544 

(Docket No. 91-53 Notice 2] 

RIN 2127-AE23 

Insurer Reporting Requirements; List 
of Insurers Required To File Reports 

agency: National Highway Traffic 
Safety Administration (NHTSA). 
Department of Transportation (DOT). 
ACTION: Final rule. 

SUMMARY: Title VI of the Motor Vehicle 
information and Cost Savings Act . 
requires certain passenger motor vehicle 
insurers to file reports with NHTSA, 
unless the agency exempts the insurer 
from filing such reports. The law 
stipulates that NHTSA can only exempt 
those insurance companies whose 
market share is below certain 
percentages for the nation as a whole 
and in each individual State, or for 
which NHTSA determines that: (1) The 
cost of preparing and furnishing such 
reports is excessive in relation to the 
size of the business of the insurer, and 
(2) the insurer’s report will not 
significantly contribute to carrying out 
the purposes of title VI. 

To carry out these statutory 
provisions, the agency has exempted 
those companies that are lawfully 
eligible to be exempted and is hereby 
publishing an updated listing of those 
companies subject to the reporting 
requirements. Using a new procedure, 
this notice updates the list of companies 
subject to the reporting requirements, to 
reflect changing market conditions. The 
final rule was preceded by a notice of 
proposed rulemaking published on 
October 16,1991 (56 FR 51871) that 
requested public comment on the 
proposal. 

EFFECTIVE DATE: The final rule on this 
subject is effective July 6.1992. 
Companies listed on the appendices are 
required to submit reports beginning 
with the one due October 25,1992. 

FOR FURTHER INFORMATION CONTACT: 

Ms. Barbara A. Gray. Office of Market 
Incentives. NHTSA, 400 Seventh Street 
SW., Washington. DC 20590. Ms. Gray’s 
telephone number is (202) 366-1740. 
SUPPLEMENTARY INFORMATION: 

Background 

Section 612 of the Motor Vehicle 
Information and Cost Savings Act (the 
Act) (15 U.S.C. 2032) requires certain 
passenger motor vehicle insurers to file 
an annual report with NHTSA unless 
the agency exempts the insurer from 
filing such reports. The reports include 
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information about thefts and recoveries 
of motor vehicles, the rating rules used 
by the insurers to establish premiums 
for comprehensive coverage, the actions 
taken by insurers to reduce such 
premiums, and the actions taken by 
insurers to reduce or deter theft. Under 
the Act, the following insurers are 
subject to the reporting requirements: (1) 
Those issuers of motor vehicle insurance 
policies whose total premiums account 
for one percent or more of the total 
premiums of motor vehicle insurance 
issued within the United States; (2) 
those issuers of motor vehicle insurance 
policies whose premiums account for 10 
percent or more of total premiums 
written within any one State; (3) rental 
or leasing companies with a fleet of 20 
or more vehicles not covered by theft 
insurance policies issued by insurers of 
motor vehicles, other than any 
governmental entity. As discussed in the 
following sections, the agency may, by 
regulation, exempt certain insurers from 
the reporting requirements. 

A. Insurers of Passenger Motor Vehicles 

Although issuers of motor vehicle 
insurance policies are subject to 
reporting requirements, section 612(a)(5) 
provides that the agency shall exempt 
small insurers from the reporting 
requirements if NHTSA finds that such 
exemptions will not significantly affect 
the validity or usefulness of the 
information collected and compiled in 
the reports, either nationally or on a 
State-by-State basis. The term ^small 
insurer" is deflned in section 
612(a)(5)(C) as an insurer whose 
premiums account for less than 1 
percent of the total premiums for all 
forms of motor vehicle insurance issued 
by insurers within the United States. 
However, that section also stipulates 
that if an insurance satisfies this 
deflnition of a "small insurer." but 
accounts for 10 percent or more of the 
total premiums for all forms of motor 
vehicle insurance issued by insurers 
within a particular State, such an insurer 
must report the required information 
about its operations in that State. 

As described in the final rule 
establishing the requirement for insurer 
reports (52 FR 59, January 2,1987). 
appendix A lists companies which must 
report based on the fact that each 
insurer had at least one percent of the 
national market for motor vehicle 
insurance premiums, and appendix B 
lists those insurers that are required to 
report for particular states because each 
insurer had a 10 percent or greater 
market share of motor vehide premiums 
in those States. In the January 2,1987 
notice, the agency stated that these 
appendices will be updated annually. It 


has been NHTSA*s practice to update 
the appendices based on data 
voluntarily provided by insurance 
companies to A.M. Best, and made 
available to the agency each spring. The 
agency uses the data to determine the 
insurers* market shares nationally and 
in each state. 

B. Self-Insured Rental and Leasing 
Companies 

In addition to companies that issue 
insurance policies, the term "insurers" is 
defined in section 612 of the Act to 
include certain self-insurers, i.e., any 
person who has a fleet of 20 or more 
motor vehicles (other than any 
governmental entity) which are used 
primarily for rental or lease and which 
are not covered by theft insurance 
policies issued by insurers of passenger 
motor vehicles. (Section 612(a)(3)). 
Section 612(a)(4) of the Act authorizes 
the agency to exempt an insurer from 
submitting the reports, if the agency 
determines that: 

(1) The cost of preparing and 
furnishing such reports is excessive in 
relation to the size of the business of the 
insurer, and 

(2) The insurer’s report will not 
significantly contribute to carrying out 
the puiposes of title IV. 

In a final rule dated June 22,1990 (55 
FR 25606), the agency in effect granted a 
class exemption to all companies that 
rent or lease fewer than 5o!ooo vehicles. 
The agency issued this exemption 
because it believed that reports from the 
largest rental and leasing companies 
would provide the agency with a 
representative sampling of the theft 
experience of rental and leasing 
companies. NHTSA concluded that 
reports by the many smaller rental and 
leasing companies do not significantly 
contribute to carrying out title VI, and 
that exempting such companies will 
relieve an unnecessary burden on the 
vast majority of the companies presently 
subject to the reporting requirements. As 
a result of the June 1990 final rule, a new 
appendix C, which consists of an 
annually updated listing of the rental 
and leasing companies that are subject 
to the reporting requirements In part 544, 
was added. It has been NHTSA’s 
practice to update appendix C based 
primarily on information contained in 
the publications Automotive Fleet 
Magazine and Travel Business Travel 
News, 

October 1991 Notice of Proposed 
Rulemaking 

On October 16.1991, NHTSA 
published a notice of proposed 
rulemaking (NPRM) to update the list of 
insurers required to file reports, based 


on the most recent informatioa. (See 56 
FR 51871.) In that notice, the agency also 
proposed a new procedure that the 
agency believed would let insurers 
know well in advance of the annual 
October 25 filing date whether they need 
to file a report for the previous calendar 
year. 

In the past, it was the agency's 
practice to attempt to update 
Appendices A, B and C each year prior 
to ^e October 25 filing date, using AM. 
Best and other data obtained in the 
spring of that same calendar year. 
However, the agency was generally 
unable to complete the updating before 
the October 25 filing date, resulting in 
confusion concerning which companies 
needed to file reports. 

In the October 1991 NPRM, NHTSA 
stated that it believed that this problem 
would be resolved by increasing the 
interval between the receipt of data and 
the reporting data. Under the new 
approach, the updating of the 
appendices would focfts on the report 
due the year after receipt of the AM. 
Best and other data, both for companies 
which are added to the lists and 
companies which are removed from the 
lists. The agency stated that, under this 
approach, all companies added to the 
lists as of the last update (March 1991 
final rule) should file the required report 
by October 25,1991, and all companies 
added to the lists by the final rule based 
on the October 1991 NPRM would be 
provided ample notice concerning 
whether they need to file a report by 
October 25,1992. 

The agency further noted that part 544 
would not need to be changed to 
implement this approach. Part 544 
generally does not limit its requirements 
to particular years. Under that part, any 
company not listed has an indefinite 
exemption from the reporting 
requirements, and as long as any 
company is listed, it must file reports 
each October 25. Thus, any company 
listed in the appendices as of the date of 
the notice of proposed rulemaking 
(October 16,1991) must file a report on 
October 25.1991, and each succeeding 
October 25, absent a further 
amendment. 

NHTSA requested comments on this 
approach, and in particular, on whether 
there are any other ways to eliminate 
the problem discussed above. 

NHTSA also proposed that, based on 
1989 calendar year AM. Best data, two 
companies, CIGNA Group and Crum 
and Forster Companies, included in 
Appendix A, be removed, and one 
company. Prudential of America Group, 
be added. Also based on the 1989 Best 
data, the agency proposed that one 
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company, Island Insurance Group 
(reporting on its activities in Hawaii) be 
removed from appendix B and that one 
company, Tennessee Farmers (reporting 
on its activities in Tennessee) be added. 
The agency further proposed that 
Southem.Farm Bureau Casualty Group, 
already included in appendix B and 
required to report on its activities in 
Mississippi, also be required to report 
on its activities in Arkansas. 

Based on information in Automotive 
Fleet Magazine and Travel Trade 
Business Travel News for 1989. NHTSA 
proposed that the following six rental 
and leasing companies be removed from 
appendix C; Automotive Rentals. Inc. 
(subsidiary of ARI, Inc.), Enterprise 
Rent-A-Car. GE Capital Auto Lease, Inc., 
Lend Lease Cars. Security Pacific Auto 
Finance, and United States Fleet 
Leasing, Inc. Based on additional 
information provided by each respective 
company that it self-insures fewer than 
50.000 vehicles per year, the agency 
proposed to remove from appendix C 
two additional companies. Automotive 
Rentals. Inc. and United States Fleet 
Leasing, Inc. The agency also proposed 
that one company, Associates Leasing. 
Inc. be added to appendix C. 

Public Comment and Final 
Determination 

In response to the NPRM, the agency 
received one public comment, from 
Lease Plan U.S.A.. Inc. Lease Plan stated 
that it should be removed from appendix 
C because it has on lease in the United 
Slates 12,000 vehicles and does not self- 
insure any of the vehicles. Because 
Lease Plan U.S.A. has fewer than 50,000 
vehicles in its fleet and does not self- 
insyre any of its vehicles, it does not 
meet the criteria the agency uses to 
determine that an insurer is included in 
appendix C. Therefore, the agency 
agrees that Lease Plan U.S.A. should be 
removed from appendix C. 

Since the agency received no 
comment on the proposed change in the 
procedure updating appendices A, B and 
C, the agency adopts as final the 
procedure proposed in the NPRM. 
Henceforth, any company listed in the 
appendices must file a report in the 
forthcoming October 25 and each 
suceeding October 25, absent a further 
amendment. Therefore, each company 
listed in appendix A, B. or C of this 
notice must file a report no later than 
October 25,1992, and. on each 
succeeding October 25, absent a further 
amendment. 

This final rule does not have any 
retroactive effect, and it does not 
preempt any State law. Section 610 of 
the Motor Vehicle Information and Cost 
Savings Act. 15 U.S.C. 2030, provides 


that judicial review of this rule may be 
obtained pursuant to Section 504 of the 
Cost Savings Act. 15 U.S.C. 2004. The 
Cost Savings Act does not require 
submission of a petition for 
reconsideration or other administrative 
proceedings before parties may file suit 
in court. 

Regulatory Impacts 

1. Costs and Other Impacts. NHTSA 
has analyzed this rule and determined 
that it is neither “major” within the 
meaning of Executive Order 12291 nor 
"significant” within the meaning of the 
Department of Transportation regulatory 
policies and procedures. This final rule 
implements the agency's policy of 
ensuring that all insurance companies 
that are statutorily eligible for 
exemption from the insurer reporting 
requirements are in fact exempted from 
those requirements. On the other hand, 
those companies that are not statutorily 
eligible for an exemption are expressly 
required to file reports. 

NHTSA does not believe that this 
rule, reflecting more current data, affects 
the impacts described in the final 
regulatory evaluation prepared for 49 
CFR part 544. Accordingly, a separate 
regulatory evaluation has not been 
prepared for this rulemaking action. 
Using the cost estimates in the final 
regulatory evaluation for part 544, the 
agency estimates that it will cost any 
company that is added to appendix A 
about $50,000. any company added to 
appendix B about $20,000, and any 
company added to appendix C about 
$5,770. In this final rule, for appendix A, 
the agency removes one company and 
adds one company, for appendix B, the 
agency removes one company, adds one 
company, and requires reporting for an 
additional state for another company 
already reporting on its activities in one 
state, and for appendix C. the agency 
removes seven companies and adds one. 
The agency therefore estimates that the 
net effect of this proposal will be a cost 
savings to insurers, as a group, of 
approximately $64,620. 

As noted above, a full regulatory 
evaluation was prepared for the final 
rule establishing 49 CFR part 544. 
Interested persons may wish to examine 
that evaluation in connection with this 
rule. Copies of that evaluation have 
been placed in Docket No. T8d-01; 

Notice 2. Any interested person may 
obtain a copy of this evaluation by 
writing to NHTSA, Docket Section, room 
5109, 400 Seventh Street SW., 
Washington. DC 20590, or by calling at 
(202) 366-4949. 

2. Paperwork Reduction Act. The 
information collection requirements in 
this rule have been submitted to and 


approved by the Office of Management 
and Budget (OMB) pursuant to the 
requirements of the Paperwork 
Reduction Act (44 U.S.C. 3501 et seq.] 
This collection of information has been 
assigned OMB Control Number 2127- 
0547 (“Insurer Reporting Requirements”) 
and has been approved for use through 
October 31.1993. 

3. Regulatory Flexibility Act. The 
agency has also considered the effects 
of this rulemaking under the Regulatory 
Flexibility Act (5 U.S.C. 601 et seq.) I 
certify that the final rule will not have a 
significant economic impact on a 
substantial number of small entities. The 
rationale for the certification is that 
none of the companies on appendices A. 
B, or C would be construed to be a small 
entity within the definition of the RFA. 
Section 612(a)(5)(C) of the Theft Act 
defines “small insurer” in part as any 
insurer whose premiums for motor 
vehicle insurance account for less than 
one percent of the total premiums for all 
forms of motor vehicle insurance issued 
by insurers within the United States, or 
any insurer whose premiums within any 
State, account for less than 10 percent of 
the total premiums for all forms of motor 
vehicle insurance issued by insurers 
within the State. In addition, the agency 
has exempted, by rule, all “self insured 
rental and leasing companies” that have 
fleets in excess of 50,000 vehicles. 

4. Federalism. This action has been 
analyzed in accordance with the 
principles and criteria contained in 
Executive Order 12612, and it has been 
determined that the final rule does not 
have sufficient federalism implications 
to warrant the preparation of a 
Federalism Assessment. 

5. Environmental Impacts. In 
accordance with the National 
Environmental Policy Act. NHTSA has 
considered the environmental impacts of 
this rule and determined that it will not 
have a significant impact on the quality 
of the human environment. 

List of Subjects in 49 CFR Part 544 

Crime insurance, insurance, insurance 
companies, motor vehicles, reporting 
and recordkeeping requirements. 

In consideration of the foregoing, 49 
CFR part 544 is amended as follows; 

PART 544--{ AMENDED] 

1. The authority citation for part 544 
continues to read as follows: 

Authority: 15 U.S.C. 2032; delegation of 
authority at 49 CFR 1.50. 

2. Appendix A to part 544 is revised to 
read as follows; 
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Appendix A-^surert of Motor VabkJo 
Insuranct PoUdot Subfoct to the Roportliis 
RequiremenU in Each State in Which They 
Do Business 

Aetna Life & Casualty Group 
Allstate Insurance Group 
American Family Group 
American International Croup 
California State Auto Association 
CNA Insurance Companies 
Farmers Insurance Group 
Geico Corporation Group 
Hanover Insurance Companies 
Hartford Insurance Group 
Liberty Mutual Group 
Nationwide Group 
Progressive Group 
Prudential of America Group 
State Farm Group 
Travelers Insurance Group 
United States F & G Group 
USAA Group 

3. Appendix B to part S44 is revised to 
read as follows: 

Appendix B —Issuers of Motor Vehide 
Insurance Policies Subfect to the Reporting 
Requirements Only in Designated States 

Alfa Insurance Group (Alabama) 

Arnica Mutual Insurance Company (Rhode 
Island) 

Auto Dub of Michigan Group (Michigan) 
Commercial Union Insurance Companies 
(Maine) 

Concord Group Insurance Companies 
(Vermont) 

Erie Insurance Group (Pennsylvania) 

Indiana Farm Bureau Group (Indiana) 
Kentucky Farm Bureau Group (Kentudey) 
Southern Farm Bureau Casualty Group 
(Arkansas. Mississippi) 

Tennessee Fanners (Tennessee) 

4. Appendix C to part 544 is revised to 
read as follows: 

Appendix C—Motor Vehicle Rental and 
Leasing Companies (Including Licensees and 
Franchisees) Subject to the Reporting 
Requirements of Part 544 

Alamo Rent-A-Car. Inc. 

American international Rent-A-Car Corp./ 
ANSA 

Associates Leasing. Inc. 

Avis. Inc. 

Budet Rent-A-Car Corporation 
Dollar Rent-A-Car Systems. Inc. 

GE Capital Fleet Services 
Hertz Rent-A-Car Division (subsidiary of 
Hertz Corporation) 

McCuIIagh Leasing. Inc. 

National Car Rental System, Inc. 

Penske Truck Leasing Company 
PHH Fleet America 
Rental Concepts. Inc. 

Ryder Truck Rental (both rental and leasing 
operations) 

U-Haul International. Inc. (subsidiary of 
AMERCO) 

Wheels. Ina 

Issued on: May 29,1992. 

Jerry Ralph Curry, 

Administrator 

|FR Doc. 92-13011 Filed 0-3-92; &*45 am) 
BILUNQ CODE 4910-SS-M 


INTERSTATE COMMERCE 
COMMISSION 

49 CFR Part 1332 

[ExPartaNo.MC-2051 

Earner Disposal of Postal Contracts 
Filed With the Commission by the US, 
Postal Service 

agency: Interstate Commerce 

Commission. 

action: Final rule. 

summary: The Commission modifies its 
regulations to eliminate the requirement 
that the United States Postal Service 
(Postal Service) file with the 
Commission copies of contracts 
between the Postal Service and common 
carriers providing transportation of mail. 
In lieu of the Bling requirement, the 
Commission will require the Postal 
Service to supply copies of such 
contracts to the Commission, upon 
request, by FAX. messenger service or 
overnight mail. The Postal Service 
maintains contracts for public 
inspection and retains them until 
cancellation. The public rarely, if ever, 
asks to review such contracts at the 
Commission. The modified regulations 
will eliminate the Postal Service’s costs 
for filing several thousand contracts a 
year with the Commission, as well as 
the Commission's costs for processing 
and storing those contracts, while 
continuing to fulfill the statutory 
requirement that postal contracts be 
available for inspection at the 
Commission. 

EFFECnvi date: This rule is effective 
July 6.1992. 

FOR FURTHER INFORMATION CONTACT: 

James W. Greene (202) 927-5597 
or 

Charles E. Langyher, 111 (202) 927-5160 
[TDD for hearing impair^ (202) 927- 
5721] 

SUPPLEMENTARY INFORMATION: By notice 
of proposed rulemaking (NPR) served 
February 13,1992 (57 FR 5413. February 
14.1992), the Commission proposed to 
discontinue its practice of retaining 
postal contracts past their effective date. 
Additionally, the Commission requested 
comments on whether it may and should 
amend 49 CFR 1332.3(b) to eliminate the 
requirement that the Postal Service file 
copies of the contracts. 

The Association of American 
Railroads (AAR). The National 
Industrial Transportation League (NITL) 
and the National Star Route Mail 
Contractors’ Association (NSRMCA) 
filed comments in response to the NPR. 
All three parties supported the proposal 
to dispose of the contracts after their 


effective dates. NSRMCA did not 
respond to the request for comments on 
the feasibility of eliminating the filing 
requirement; AAR indicated that the 
statute appears to preclude total 
elimination of the requirement, but 
permits us to require the filing of only 
one copy (the regulations currently 
require two copies); and NITL stated 
that in its view we can eliminate the 
filing requirement. 

In its comments. NITL points out that 
the Postal Reorganization Act, Public 
Law 91-375, does not require that postal 
contracts be "fiJed” with the 
Commission; rather, it merely requires 
that they be "available for inspection" 
at the Commission at least fifteen days 
prior to their effective dates. NITL 
contends that, in this day and age, the 
"availability" of contracts for inspection 
at the ICC can be accomplished without 
the actual physical filing and retention 
of all such documents at the 
Commission. For example, NITL states 
that the Commission and the Postal 
Service could enter into an 
understanding that, in the rare event 
there is a request for review of a 
contract at the Commission, the Postal 
Service would either FAX the contract 
to the Commission or send a copy by 
messenger. 

The Commission believes that 
procedures along the lines suggested by 
NITL will produce cost savings for both 
the Postal Service and the Commission, 
while continuing to fulfill the statutory 
requirement that proposed postal 
contracts be available for inspection at 
the Commission at least 15 days prior to 
their effective dates. Postal Service 
personnel have informally indicated that 
the Postal Service will send us copies of 
the relevant contracts, upon request. 

The Ck}mmission therefore finds that 49 
CFR Part 1332 should be amended by 
eliminating the existing filing 
requirement and substituting therefor a 
requirement that the Postal Service 
provide the Commission with copies of 
proposed contracts, up>on request. 

Energy and Environmental 
Considerations 

This action will not have a significant 
impact upon the quality of the human 
environment or the conservation of 
energy resources. 

Regulatory Flexibility Analysis 

*11113 action will not have a significant 
impact on a substantial number of small 
entities. 

List of Subjects in 49 CFR Part 1332 

Government contracts, Motor carriers. 
Postal Service, Railroads. 
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Decided: May 27,1992. 

By Ihc Commission, Chairman Philbia Vice 
Chairman McDonald. Commissioners 
Simmons, Phillips and Emmett Commissioner 
Simmons concurred in the result with a 
separate expression. 

Sidney L Strickland, |r.. 

Secretary. 

For the reasons set forth in the 
preamble, the Commission amends title 
49, chapter X, part 1332 as follows: 

PART 1332—FILING CONTRACTS FOR 
SURFACE MAIL TRANSPORTATION 

1. The authority citation for part 1332 
continues to read as follows: 


Authority: Sec, 5005(b)(3). 84 Stat 767. 39 
U.S.C 5005. 

2. A new § 1332,2 is added to read as 
follows: 

S 1332,2 Availability of contracts. 

Upon request from any member of the 
public to inspect a contract(s) or 
agreementCs) described in $ 1332.1, at 
any time between the effective date of 
such contract(8] or agreement(s) and 15 
days prior thereto, the Commission will 
obtain the requested contract(s] or 
agreeraent{8) from the U.S. Postal 
Service and make It (them) available for 
inspection. 


3. Section 1332.3 is revised to read as 
follows: 

S 1332.3 Manner of submitting contracts. 

The U.S. Postal Service will submit to 
the Commission, upon request a copy of 
the requested contract(8) or 
agreement(8). Such contract(s) or 
agreement(8) will be submitted by 
facsimile transmission or messenger 
service where feasible, and, where such 
services are not feasible, by the fastest 
available mail service. 

[FR Doc. 92-13069 Filed 6-3^ 6:45 am) 

SILUNQ COOC 7038^)1-11 
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This section of the FEDERAL REGISTER 
contains notices to the public of the 
proposed issuance of rules and 
regulations. The purpose of these notices 
is to give interested persons an 
opportunity to partictpate in the rule 
making p^ to the adoption of the final 
rules. 


DEPARTMENT OF AGRICULTURE 

Animal and Plant Health Inspection 
Service 

9 CFR ParU 160,161, and 162 

[Docket Na 91-027] 

Accreditation of Veterinarians 

agency: Animal and Plant Health 
Inspection Service, USDA. 
action: Proposed rule. 

summary: We are proposing to revise 
the regulations by which we accredit 
veterinarians and authorize them to 
perform, on behalf of the Animal and 
Plant Health Inspection Service, certain 
animal health activities specified in 9 
CFR chapter L These changes would 
establish accreditation on a national 
rather than a State basis, and would 
also remove a test currently required for 
accreditied veterinarians, require an 
orientation program for each newly 
accredited veterinarian, and specify 
standards for performance of certain 
services by accredited veterinarians. 

We also propose to revise procedures 
for suspending and revoking accredited 
veterinarian status, and to add language 
describing how civil and criminal 
penalties may be imposed on accredited 
veterinarians who violate regulatory 
requirements. These proposed changes 
are intended to ensure that an adequate 
number of qualified accredited 
veterinarians are available in the United 
States to perform necessary animal 
health activities. These changes would 
affect currently accredited veterinarians 
and future applicants for accredited 
veterinarian status. 

DATES: Consideration will be given only 
to comments received on or before July 
0,1992. 

ADDRESSES: To help ensure that your 
written comments are considered, send 
an original and three copies to Chief, 
Regulatory Analysis and Development. 
PPD. APHIS, USDA, room 804. Federal 
Building. 6505 Belcrest Road. 

Hyattsville, MD 20782. Please state that 


your comments refer to Docket Number 
91-027. Comments received may be 
inspected at USDA. room 1141, South 
Building, 14th Street and Independence 
Avenue SW., Washington, DC, between 
8 a.m. and 4:30 p.m.. Monday through 
Friday, except holidays. 

FOR FURTHER INFORMATION CONTACT: 

Dr. J. A. Heamon, Staff Veterinarian, 
Sheep. Goat, Equine, and Poultry 
Diseases Staff. VS, APHIS. USDA. room 
769. Federal Building, 6505 Belcrest 
Road. Hyattsville. MD 20782, (301) 436- 
6954. 

SUPPLEMENTARY INFORMATION: 
Background 

In accordance with 9 CFR parts 160, 
161, and 162 (referred to below as the 
regulations), some veterinarians are 
accredited by the Federal government to 
cooperate with the Animal and Plant 
Health Inspection Service (APHIS) in 
controlling and preventing the spread of 
animal diseases throughout the country 
and internationally. Accredited 
veterinarians use their professional 
training in veterinary medicine to 
perform certain regulatory tasks. The 
proposed regulations would change the 
requirements for becoming accredited, 
the standards for performance of duties 
by accredited veterinarians, the rules of 
practice governing revocation and 
suspension of accredited veterinarians, 
and some deBnitions. 

APHIS is responsible for defming the 
scope of the accredited veterinarian 
program, providing information and 
education regarding the program to 
veterinary practitioners participating as 
accredited veterinarians, and providing 
information to cooperating State 
governments, international partners, and 
the public. In addition, APHIS is 
responsible for enforcement of the 
veterinary accreditation standards 
contained in the regulations. 

Accredited veterinarians are involved 
in a cooperative relationship %vith 
APHIS for disease control and 
prevention. Licensed veterinarians are 
presumed to be medically competent; 
accreditation in addition to licensing 
indicates that the accredited 
veterinarian is able and authorized to 
perform various procedures of 
regulatory animal health. 

State governments have a role in the 
accredited veterinarian program through 
licensing and disseminating information 
on the accredited veterinarian program 


to veterinary practitioners. States also 
have an advisory and consultative role 
in the adjudication process for 
accredited veterinarians who violate the 
standards of the regulations. However, 
the ultimate determination of the 
adjudicatory sanctions in such cases 
rests with the Federal Government. 

According to current $ 161.2, 
veterinarians must become accredited in 
each State where they intend to do 
accredited work. We propose to change 
this to a national accreditation; once 
veterinarians are accredited, they could 
perform accredited work in any State in 
which they were licensed to practice 
veterinary medicine.^ This new national 
accreditation would increase the 
efficiency of the accreditation process 
by decreasing the amount of record 
keeping, since veterinarians would only 
need to be accredited once instead of 
State-by-State. This would decrease the 
burden on veterinarians who relocate to 
another State, who work near borders 
between States, or work in several 
States on a consultant basis. As a 
national service, APHIS would be able 
to keep a single national record of 
accredited veterinarians rather than 
utilizing the variety of State records. 

Section 161.2 of the current 
regulations requires veterinarians 
desiring accre^tation to take a written 
test as a part of the accreditation 
application procedure. APHIS is 
proposing to remove that test because it 
is not an acctirate indication of 
qualification for accreditation. 

Basic professional skills necessary for 
accreditation are learned in veterinary 
school, and the curricula of many 
veterinary schools include components 
designed to provide the basic animal 
science and regulatory procedural skills 
needed to successfully perform 
accredited veterinarian duties. APHIS 
works with schools of veterinary 
medicine to make this training available 
and to ensure that it is complete, 
currenL and accurate. 

However, some veterinary schools do 
not-provide such training, and some 
graduates of veterinary schools may not 


* We also propoM that if an accredited 
veterinarian wishes to perform accredited duties In 
a State other than the one in which he or she was 
first accredited, the Veterinarian-in^Charge of the 
new State will have the accredited veterinarian 
complete an orientation in procedures used in the 
new State before the accredited veterinarian may 
perform accredited duties in that State- 
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have completed it. To address this 
situation, we propose to revise the 
procedure by which veterinarians apply 
for accreditaiton by adding a 
requirement to $ 161.2 that APHIS 
confirm that the applicant’s veterinary 
school coursework prepared the 
applicant to perform the tasks required 
of an accredited veterinarian. Under the 
proposed application procedure, when 
an applicant completes VS Form 1-38A. 
“Application for Veterinary 
Accreditation." the applicant would also 
certify that he or she is able to perform 
the following tasks listed in proposed 
S 161.2(d). After each task, we explain 
why the accredited veterinarian needs 
to be able to perform it. 

Perform physical examination of 
individual animals, herds, or flocks to 
determine whether they are free from 
communicable diseases. One of the 
most frequent tasks of accredited 
veterinarians is to examine animals 
singly or in groups in order to sign 
certificates or other documents 
accurately describing their apparent 
state of health. 

2. Recognize the common breeds of 
livestock so as to be able to record 
breed information on official 
documents. Needed to accurately record 
breed information on official documents, 
for identification and because some 
animal diseases afflict certain breeds 
more than other breeds. 

3. Recognize brucellosis tattoos and 
calfhood vaccination tags, and 
determine the state of origin or eartags, 
to properly identify animals in 
interstate commerce. One of the primary 
means of enforcing the brucellosis 
program and other animal disease 
programs rests with accredited 
veterinarians checking these forms of 
official animal identification during 
examinations of animals in commerce. 

4. Estimate the age of livestock using 
dental formula. Several APHIS 
programs restrict the movement of 
animals, particularly horses and cattle, 
if they are over or under a specified age 
and regulatory conditions have not been 
met. Accredited veterinarians may need 
to estimate the age of animals in 
situations where documentation of age 
is not available or may not be 
trustworthy. 

5. Apply an eartag. tattoo, backtog, 
and le^band. These identifications are 
used in many APHIS programs to show 
that animals have met specific 
requirements or are in a particular 
regulatory category. Accredited 
veterinarians are often responsible for 
applying these identifications. 

6. Certify the diesease status of a 
poultry flock with regard to disease 
caused by Salmonella enteritidis. 


psittacosis or ornithosis, and velogenic 
viscerotropic Newcastle disease. Under 
some circumstances, poultry flocks may 
only ship birds after an accredited 
veterinarian has certified the flock is 
free from certain communicable avian 
diseases. 

7. Properly complete certificates for 
domestic and international movement of 
animals. These documents are issued by 
accredited veterinarians and are used to 
enforce APHIS regulatory programs, and 
their accuracy is essential to ^e success 
of those programs. 

6. Apply and remove official seals. 
These seals are used on means of 
conveyance or facilities to reveal 
whether articles prohibited movement 
due to a risk of animal disease are in 
fact moved. 

9. Perform a necropsy on livestock. 
Necropsy is sometimes necessary to 
obtain, for official documents, 
information about an animal's disease 
status. 

10. Recc^nize signs and lesions of 
exotic animal diseases. Preventing 
introduction of foreign animal diseases 
is a primary goal of APHIS programs. 
Since accredited veterinarians are likely 
to be the first to see evidence of 
introduced foreign diseases, it is 
important that they are able to recognize 
them. 

11. Plan a disease control strategy for 
a livestock unit Accredited 
veterinarians must be able to work with 
animal owners to develop plans to 
control communicable animal diseases 
that are discovered in the course of 
official business. 

12. Vaccinate for brucellosis and fill 
out the vaccination certificate. 
Vaccinating animals and documenting 
the vaccination are critical parts of the 
APHIS brucellosis program, and these 
duties are often performed by accredited 
veterinarians. 

13. Draw and ship blood for testing. 
The accredited veterinarian must 
perform this duty in connection with 
several APHIS programs, such as export 
certification of animals. 

14. Perform a caudal fold test for 
tuberculosis. This test is a key part of 
the APHIS tuberculosis program, and is 
often performed by accredited 
veterinarians. 

15. Develop appropriate cleaning and 
disinfection plans to control 
communicable livestock disease spread. 
To control disease spread, cleaning and 
disinfection of premises where certain 
communicable animal diseases are 
found should be done as soon as 
possible after that discovery. Because 
an accredited veterinarian is often the 
first person in authority to identify a 
disease, he or she should be able to plan 


the cleaning and disinfection required 
by the circumstances. 

16. Explain basic principles for 
control of diseases for which APHIS 
programs exist, such as brucellosis, 
pseudorabies, and tuberculosis. 
Accredited veterinarians should be able 
to explain the methods they use and the 
requirements they enforce to control 
these diseases. This should prevent 
misunderstanding of APHIS programs 
and explain to persons whose actions 
are restricted by the regulations why the 
restrictions are necessary. 

Proposed ( 161.2(a) would require 
each applicant for accreditation to: 

(1) Graduate with a Doctorate of 
Veterinary Medicine or equivalent 
degree (any degree that qualifies the 
holder to be licensed by a State to 
practice veterinary medicine) from a 
college of veterinary medicine, and 

(2) Attend an orientation program 
approved by the Veterinarian-in-Charge 
for the State in which the veterinarian 
wishes to perform accredited duties. 

Attendance at an orientation program 
would be required as part of the 
accreditation procedure to ensure 
sufficient and current knowledge of 
Federal animal health rules, objectives, 
and programs by the applicant. The 
orientation program would include the 
following topics, listed in proposed 
i 161.2(a)(4): 

1. Federal animal health laws, regulations, 
and rules: 

2. Interstate movement requirements for 
animals: 

3. Import and export requirements for 
animals: 

4. USDA animal disease eradication and 
control programs: 

5. Laboratory support in confirming disease 
diagnoses: 

6. Ethical/Professional responsibilities of 
an accredited veterinarian: and. 

7. Animal health procedures, issues, and 
information resources relevant to the State in 
which the veterinarian wishes to perform 
accredited duties. 

By requiring an applicant to certify 
that he or she can perform the specified 
tasks, and to complete an orientation in 
the above topics, APHIS could ensure 
that applicants for accreditation have 
been thoroughly instructed in these 
tasks and topics. We believe that this 
system is more reliable than a written 
test, which for practical reasons may 
assess only limited areas of the 
necessary skills, for the purpose of 
ensuring technical competence in 
accredited veterinarians. 

We also propose to revise S 161.2(b). 
which deals with reaccreditation of 
veterinarians whose accreditation have 
been revoked. Formerly, one condition 
for reaccreditation was that the 
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applicant must furnish “adequate 
assurance that he or she will faithfully 
fulfill the duties of an accredited 
veterinarian in the future.” Because 
experience has shown that it is difficult 
to determine what constitutes such 
“adequate assurance,” we propose to 
revise this provision by dropping the 
term “adequate assurance” and by 
adding a new § 161.2(b)(4) requiring that 
in reaccreditation cases, the 
Administrator must determine that: 

The professional integrity and reputation of 
the applicant support a conclusion that the 
applicant will faithfully fulfill the duties of an 
accredited veterinarian in the future, in 
making this conclusion, the Administrator 
may consider 

(i) Criminal conviction records adversely 
reflecting on the honesty or integrity of the 
applicant with regard to the performance or 
nonperformance of veterinary medical duties; 

(ii) Official records of the applicant’s 
actions participating In Federal. State, or 
local veterinary programs; 

(iii) Judicial determinations in civil 
litigation adversely reflecting on the integrity 
of the applicant; and 

(iv) Any other evidence reflecting on the 
professional integrity and reputation of the 
applicant. 

Veterinarians whose accreditation 
has been revoked and who are later 
reaccredited would also have to 
complete a reaccreditation orientation, 
covering topics deemed necessary by 
the Veterinarian-in-Charge based on the 
reasons the veterinarian lost 
accreditation and any changes to 
procedures for accre^ted work which 
have occurred since the veterinarian’s 
accreditation status was revoked. The 
State Animal Health Official would be 
given an opportunity to review the 
content of reaccreditation orientation 
programs, because we believe these 
officials may have valuable suggestions 
on what topics relevant to their State 
should be included. 

In the application processes for both 
accreditation and reaccreditation, we 
propose that the Veterinarian-in-Charge 
who receives tha application should give 
the State Animal Health Official for the 
State involved the opportunity to review 
the application and either endorse it or 
return it with an explanation of why it 
was not endorsed. One purpose of this 
endorsement is to have the State Animal 
Health Official indicate that the 
applicant is licensed to practice 
veterinary medicine in the Involved 
State. This endorsement practice would 
also give State Animal Health Officials 
the opportunity to present any 
objections they may have to the 
accreditation or reaccreditation of 
applicants. However, the ultimate 
desision on accreditation or 
reaccreditation rests with the 


Administrator. To keep the process 
timely, a State Animal Health Official 
would have only 14 days to endorse an 
application or present objections to it; 
after that time, the Veterinarian-in- 
Charge would proceed with review of 
the application. 

Moving from application procedures 
into the area of how accredited 
veterinarians perform their duties, we 
propose to permit an “authorized 
assistant” to control certain papers and 
materials that previously only the 
accredited veterinarian was able to 
control. An authorized assistant would 
be defined as “An individual who is an 
employee, agent, or business partner of 
an accredited veterinarian, who is 
authorized by the accredited 
veterinarian to perform specified duties 
or have access to specified materials 
associated with the performance of the 
accredited veterinarian’s work, and who 
IS named in a written delegation of 
authority signed by the accredited 
veterinarian and on file with the 
Veterinarian-in-Charge of each State in 
which the assistant is authorized to 
perform such duties.” 

In addition to adding this definition of 
“authorized assistant,” we propose to 
add language to 9 161.3 allowing 
delegations of authority to authorize 
such assistants to sign documents for 
the accredited veterinarian, using the 
format “signed for (name of accredited 
veterinarian) by (name of authorized 
assistant).” The delegation of authority 
would also specify duties the authorized 
assistant is authorized to perform and 
materials associated with the 
performance of the accredited 
veterinarian's work to which the 
authorized assistant is allowed access. 

The authorized assistant would be 
authorized to sign for the accredited 
veterinarian in order to decrease the 
veterinarian's paperwork burden. The 
accredited veterinarian would be 
responsible for the accuracy and 
completeness of all tests or activities 
performed including the information on 
any certificate of form signed by the 
authorized assistant. 

As discussed below under 
“Miscellaneous changes,” we propose to 
add or modify several definitions in 
9 160.1. Definitions of two important 
terms, “inspect” and “examine,” would 
be added. Tbese definitions would read 
as follows. 

Inspect, inspection. Visual study of the 
physical appearance, physical condition, and 
behavior of animals (singly or in groups) that 
enables an accredited veterinarian to 
determine whether any abnormality in 
physical condition or bodily function is 
evident. 


When animals are inspected, they are 
subjected to a lesser degree of scrutiny 
than during an examination, defined 
below. Inspection involves visual study 
to detect abnormalities that should be 
apparent to an accredited veterinarian. 

It is important to define this term 
because inspecting animals is a common 
duty of accredited veterinarians, and is 
mentioned throughout 9 161.3, 
“Standards for accredited veterinarian 
duties.” In addition, if an accredited 
veterinarian performs an inspection 
improperly, or issues a false or incorrect 
inspection certificate, he or she would 
be subject to suspension or revocation 
of accredited status, or civil and 
criminal pmalties, in accordance with 
proposed 9 161.4. 

Examine, examination. Physical study of 
an animal that enables an accredited 
veterinarian to determine if any abnormality 
in physical condition or bodily function is the 
result of a communicable disease. 

Examination is the study of an animal 
that exceeds the visual study performed 
during an inspection. Inspection should 
detect physical abnormalities; 
examination should determine whether 
the abnormalities are the result of a 
communicable disease. Applicants for 
accredited veterinarian status must 
certify their ability to perform 
examinations, in accordance with 
9 161.2(d). Examining animals is also a 
common duty of accredited 
veterinarians, required in 9 161.3, and 
accredited veterinarians who perform 
examinations improperly would be 
subject to the penalties discussed above. 

We propose several other changes to 
the standards for accredited 
veterinarian duties in 9 161.3. We 
propose to delete all references to duties 
under 9 CITR subchapter A, which 
concerns the Animal Welfare Act (Pub. 
L 89-544, as amended) and the Horse 
Protection Act (Pub. L 91-540, as 
amended), APHIS is no longer 
employing accredited veterinarians to 
perform those duties. 

We propose to revised 9 161.3(a) to 
require that when issuing a certificate, 
form, record, or report regarding an 
animal, the accredited veterinarian must 
have personally observed the animal 
within 24 hours of the signing. The 
current language does not include the 24 
hour limit, which we think is necessary 
to ensure that official documents reflect 
the current status of animals. 

Current 9 161.3(c) concerns situaUons 
where an accredited veterinarian signs 
documents reflecting the results of an 
inspection, test vaccination, or 
treatment performed by another 
accredited veterinarian. We propose to 
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add a requirement that when signing a 
document for another accredited 
veterinarian, the signing accredited 
veterinarian must.exercise “reasonable 
care, that is, a standard of care that a 
reasonably prudent person would use 
under the circumstances in the course of 
performing professional duties, to 
determine that the certificate, form, or 
report is accurate/* 

We propose to change S 161.3(e). 
which concerns identification of reactor 
animals by accredited veterinarians, to 
drop the language that requires the 
accredited veterinarian to follow 
identification instructions issued by a 
State Animal Health Official. We 
believe that such instructions should be 
issued by the Veterinarian-in-Charge. 

We also propose to change this 
paragraph to allow the accredited 
veterinarian to either perform the 
identification of reactor animals or to 
supervise the identification, since either 
approach would ensure proper 
identification or reactor animals. 

Current 5 161.3(1) (proposed 
§ 161.3(k)) deals with certificates issued 
by accredited veterinarians for export of 
animals. Normally such certificates 
include the results of any laboratory 
tests required to export the animal. 

Upon occasion, waiting for pending test 
results would delay the export schedule 
for the animal. To avoid this, the 
regulations allow the accredited 
veterinarian to issue the certificate 
without including the test results if a 
Veterinary Services veterinarian agrees 
to add the test results to the certificate 
at a later time. We propose that when 
such an arrangement is made, the 
accredited veterinarian must record on 
the certificate the name of the 
Veterinary Services veterinarian 
responsible for adding the test results to 
the certificate. 

A new paragraph 161.4(d) is proposed 
to identify violations of the regulations 
that could cause a veterinarian to be 
subject to civil or criminal penalties, in 
addition to suspension or revocation of 
accreditation for violations of the 
standards for accredited veterinarians. 
These violations include knowingly 
issuing a false, incorrect, or mislabeled 
animal health or inspection certificate, 
blood sample, official l^cellosis 
vaccination certificate, or official 
tuberculin or brucellosis test certificate. 
Pointing out the possibility of penalties 
should help deter veterinarians from 
committing these violations, which can 
damage the American livestock industry 
and endanger public health. 

We also propose to revise Part 162— 
Rules of Practice Governing Revocation 
or Suspension of Veterinarians* 
Accreditation, to clarify the outcomes 


that could result from this process. The 
posssible outcomes are: 

(1) A letter to the accredited 
veterinarian dismissing the case after 
investigation shows that the accredited 
veterinarian did not violate the 
standards. 

(2) A letter to the accredited 
veterinarian dismissing the case, but 
identifying actions of the accredited 
veterinarian that violate the standards, 
instructing the accredited veterinarian 
in proper procedures, and admonishing 
the accredited veterinarian to use 
greater care. We believe that such a 
letter could serve as a useful and 
appropriate warning for situations 
where an accredited veterinarian does 
not repeatedly violate the standards, but 
repeated administrative errors require 
more than warning letters. Therefore, 
we also propose to add language to 

§ 161.12(d) stating that issuance of three 
or more letters of dismissal citing 
incidents of administrative errors by an 
accredited veterinarian may be cause 
for more severe action, i.e. suspension or 
revocation of accredited veterinarian 
status, or civil or criminal penalties 
where appropriate. 

(3) A letter of warning identifying a 
significant breach of the standards that 
does not warrant suspension or 
revocation of accreditation. 

(4) Suspension of accreditation; and 

(5) Revocation of accreditation. 

The Rules of Practice in part 162 allow 
alleged violations to be dealt with first 
on the level of an informal conference 
and then, if the outcome of this stage 
justifies it. a formal written complaint. 
The first two outcomes identified 
above—letters of dismissal—could be 
generated during or before the informal 
conference stage. The third possible 
outcome—a letter of warning—is 
generally issued at either the informal 
conference stage or the formal 
complaint process. The final two 
coutcomes—suspension or revocation— 
could occur only after a formal 
complaint is processed, unless the 
accredited veterinarian consents in 
writing to such an outcome. 

With two exceptions, an informal 
conference is always held for accredited 
veterinarians who have been notified in 
accordance with § 162.11 that here is 
reason to believe that he or she has not 
complied with the standards for 
accredited veterinarians in $ 161.3. The 
two exceptions occur if: The case is 
dismissed by the Veterinarian-in-Charge 
before the stage when an informal 
conference would be held; or, civil or 
criminal charges are pending against the 
accredited veterinarian for the same 
actions or inactions believed to be in 
violation of the standards for accredited 


veterinarians in S 161.3. In this latter 
instance, an informal conference would 
be redundant and inappropriate because 
proceedings would be in progress in 
accordance with the applicable rules of 
civil or criminal law. Holding an 
informal conference at the same time 
could interfere with the civil or criminal 
proceedings; therefore, no informal 
conference would be held until after the 
civil or criminal charges have been 
resolved. 

We propose that an informal 
conference shall include the 
Veterinarian-in-Charge or his or her 
representative, the accredited 
veterinarian, and any other persons the 
Veterinarian-in-Charge requests to 
attend due to their involvement in or 
knowledge of the possible violation. The 
State Animal Health Official would be 
invited to attend each informal 
conference held regarding activities in 
his or her State. At the discretion of the 
Veterinarian-in-Charge, informal 
conferences may be held by telephone. 
We believe these standards for informal 
conferences would allow alleged 
violations that do not justify more 
formal proceeding to be settled 
efficiently and fairly. 

We are proposing these changes to the 
Rules of Practice in part 162 because the 
current regulations do not provide for 
notification to the accredited 
veterinarian if the case is dismissed, and 
because the current regulations are 
unclear regarding the use of informal 
conferences and letters of warning. 

Miscellaneous Charges 

We also propose to add or modify 
definitions of **Accredited veterinarian,** 
“Administrator,** “Animal.** *'Animal 
and Plant Health Inspection Service,** 
*‘Examine.** ‘‘Inspect.** “Official 
certificate, form, record, report, tag. 
band or other identification,** “State 
animal health official," and 
“Veterinarian-in-Charge** to make the 
definitions consistent with their use in 
the regulations and to aid understanding 
of the regulations. We also propose to 
delete references throughout the 
regulations to duties no longer required 
of accredited veterinarians concerning 
the Animal Welfare Act and Horse 
Protection Act (9 CFR subchapter A), 
and to make other minor editorial 
changes to the chapter 9 CFR 
Subchapter A), and to make other minor 
editorial changes in the resegulations 
consistent with the changes described 
above. 

Executive Order 12291 and Regulatory 
Flexibility Act 

We are issuing this proposed rule in 
conformance with Executive Order 
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12291, and we have determined that It is 
not a ‘‘major rule.” Based on information 
compiled by the Department, it has been 
determined that this rule, if adopted, 
would have an effect on the economy of 
less than $100 million; would not cause a 
major increase in costs or prices for 
consumers, individual industries, 
Federal, State, or local government 
agencies, or geographic regions; and 
would not cause a significant adverse 
effect on competition, employment. 
Investment productivity, innovation, or 
on the ability of United States-based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets. 

This proposed amendment if adopted, 
would establish accreditation on a 
national rather than a State basis, and 
would also remove a test currently 
required for accredited veterinarians, 
require an orientation program for each 
accredited veterinarian, and specify 
standards for performance of certain 
services by accredited veterinarians. 

There are currently approximately 
45,000 accredited veterinarians 
practicing in the United States. 
Approximately 2,000 new accredited 
veterinarians, mostly recent graduates, 
are added to the system each year. The 
degree to which their income depends 
on performing accredited work varies 
greatly within this population, and we 
have little reliable information in this 
area. It appears that accredited 
veterinarians may be divided Into three 
groups in terms of the income they 
derive from performing accredited work. 
A small minority of accredited 
veterinarians derive most of their 
income from accredited work. A large 
minority of accredited veterinarians 
derive only a small portion of their 
income from accredited work. The 
largest group in the accredited 
veterinarian population derives a 
significant but not major portion of their 
income from accredited work. (Another 
minor group, irrelevant to economic 
considerations under the proposed rule, 
is accredited but receives no income 
from performing accredited work.) 

The proposed changes should not 
significantly affect the number of 
accredited veterinarians, the expenses 
they accrue to become accredited, or the 
income they derive from performing 
accredited work. The changes 
essentially affect application procedures 
without imposing any significant new 
application costs. 

Under these circumstances, the 
Administrator of the Animal and Plant 
Health Inspection Service has 
determined that this action would not 
have a significant economic impact on a 
substantial number of small entities. 


Executive Order 12778 

This proposed rule has been reviewed 
under l^ecutive Order 12778, Civil 
Justice Reform. If this proposed rule is 
adopted: (1) All State and local laws 
and regulations that are in conflict with 
this rule will be preempted; (2) no 
retroactive effect will be given to this 
rule; and (3) administrative proceedings 
are required before the suspension or 
revocation of a veterinarian's 
accreditation can be challenged in court. 

Executive Order 12372 

This program/activity is listed in the 
Catalog of Federal Domestic Assistance 
under No. 10.025 and is subject to 
Executive Order 12372, which requires 
intergovernmental consultation with 
State and local officials. (See 7 CFR, 
part 3015, subpart V). 

Paperwork Reduction Act 

In accordance with section 3507 of the 
Paperwork Reduction Act of 1980 (44 
U.S.C. chapter 35), the information 
collection provisions that are included 
in this proposed rule will be submitted 
for approval to the Office of 
Management and Budget (OMB). Your 
written comments will be considered if 
you submit them to the Office of 
Information and Regulatory Affairs, 
OMB, Attention: Desk Officer for 
APHIS, Washington, DC 20503. You 
should submit a duplicate copy of your 
comments to: (1) Chief, Regulatory 
Analysis and Development, PPD, 

APHIS. USDA. room 804, Federal 
Building, 6505 Belcrest Road, 

Hyattsville. MD 20782 and (2) Clearance 
Officer, OIRM, USDA. room 404-W, 14th 
Street and Independence Avenue, SW., 
Washington, DC 20250. 

List of Subjects in 0 CFR Parts 160,161, 
and 162 

Administrative practice and 
procedures. Veterinarians. 

Accordingly, we propose to revise 
subchapter I of 9 CFR chapter 1 to read 
as follows: 

SUBCHAPTER I—ACCREDITATION Of 
VETERINARIANS AND SUSPENSION OR 
REVOCATION OF SUCH ACCREDITATION 

Parts 

160 Definition of terms 

161 Requirements and standards for 
accredited veterinarians and suspension 
or revocation of such accreditation 

162 Rules of practice governing revocation 
or suspension of veterinarians* 
accreditation 


SUBCHAPTER I—ACCREDITATION OF 
VETERINARIANS AND SUSPENSION OR 
REVOCATION Of SUCH ACCREDITATION 

PART 160 -«DEFINmON OF TERMS 

S 16ai Definitiont. 

For the purposes of this subchapter 
the follo%ving words, phrases, names 
and terms shall be construed, 
respectively, to mean: 

Accredited Veterinarian, * A 
veterinarian approved by the 
Administrator in accordance with the 
provisions of part 161 of this subchapter 
to perform functions specified in 
subchapters B,C, and D of this chapter. 

Administrator, The Administrator of 
the Animal and Plant Health Inspection 
Service or any individual authorized to 
act for the Adminsitrator. 

Animal animals. All animals except 
human, including but not limited to 
cattle, sheep, goats, other ruminants, 
swine, horses, asses, mules, zebras, 
dogs, birds, and poultry. 

Animal and Plant Health Inspection 
Service, The Animal and Plant Health 
Inspection Service, United States 
Department of Agriculture. 

APHIS, The animal and Plant Health 
Inspection Service. 

Authorized assistant An individual 
who is an employee, agent, or business 
partner of an accredited veterinarian, 
who is authorized by the accredited 
veterinarian to perform specified duties 
or have access to specified materials 
assocated with the performance of the 
accredited veterinarian's work, and who 
is named in a written delegation of 
authority signed by the accredited 
veterinarian and on file with the 
Veterinarian-in-Charge of each State in 
which the assistant is authorized to 
perform such duties. 

Examine, examination. Physical study 
of an animal that enable an accredited 
veterinarian to determine if any 
abnormality in physical condition or 
bodily function is the result of a 
communicable disease. 

Inspect inspection. Visual study of 
the physical appearance, physical 
condition, and behavior of animals 
(singly or in groups) that enables an 
accredited veterinarian to determine 
whether any abnormality in physical 
condition or bodily function is evident. 


* The provisions of sobcbapters B, C and D of 
this chapter authorize Federal and State 
veterinarians and accredited veterinarians to 
perform specified functions. Full-time Federal 
(including military) and State employed 
veterinarians are authorized to perform such 
functions, pursuant to delegation of authority by the 
Administrator or cooperative agreements without 
specihc accreditation under the provisions of this 
subchapter. 
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Official certificate, form, record, 
report, tag, band, or other identification. 
Means any certificate, form, record, 
report, tag. band, or other identification, 
prescribed by statute or by regulations 
issued by the Administrator, for use by 
an accredited veterinarian performing 
official functions under this subchapter. 

State. Any State, the District of 
Columbia. Puerto Rico, Guam, the 
Northern Mariana Islands, the Virgin 
Islands of the United States, and any 
other territory or possession of the 
United States. 

State Animal Health Official. The 
State animal health official who is 
responsible for the livestock and poultry 
disease control and eradication 
programs of a State. 

Veterinarian-in-Charge. The 
verterinary official of APHIS who is 
assigned by the Administrator to 
supervise and perform the official work 
of APHIS is a State or group of States. 

Authority: 15 U.S.C. 1828; 21 U.S.C. 105, 
111-114.114a. 114a-l. 115,116.120,121,125. 
134b. 134f. 612. and 613; 7 CFR 2.17, 2.51. and 
371.2(d). 

PART 161—REQUIREMENTS AND 
STANDARDS FOR ACCREDITED 
VETERINARIANS AND SUSPENSION 
OR REVOCATION OF SUCH 
ACCCREDITATION 

Sec. 

161.1 Statement of purpose; performance of 
accredited duties in different States. 

161.2 Requirements and application 
procedures for accreditation. 

161.3 Standards for acccredited veterinarian 
duties. 

161.4 Suspension or revocation of veterinary 
accreditation; criminal and civil 
penalties. 

Authority; 15 U.S.C. 1828; 21 U.S.C. 105, 
111-114,114a. 114a-l. 115,116,120.121,125, 
134b. 134f. 612, and 613; 7 CFR 2.17, 2.51. and 
371.2(d). 

§ 161.1 Statement of purpose; 
performance of accredited duties In 
different States. 

(a) This subchapter concerns a 
program administered by APHIS to 
accredit veterinarians and thereby 
authorize them to perform, on behalf of 
APHIS, certain activities specified in 
this chapter. This program is intended to 
ensure that an adequate number of 
qualified veterinarians are available in 
the United States to perform such 
activities. 

(b) If an accredited veterinarian 
wishes to perform accredited duties in a 
State other than the State for which the 
verterinarian has competed an 
orientation in accordance with 

§ 161.2(a)(4). the accredited 
veterianarian shall so inform the 
Veterinarian-in-Charge of the new State. 


The Veterinarian-in-Charge of the new 
State may require the accredited 
veterinarian to complete, prior to 
performing any accredited duties in the 
new State, an orientation in animal 
health procedures and issues relevant to 
the new State. The Veterianarian-in- 
Charge shall review the content of each 
such orientation and shall approve its 
use after determining that it includes 
adequate information about animal 
health agencies, regulatory 
requirements, administrative 
procedures, and animal disease 
problems in the new State, to prepare an 
accredited veterinarian from another 
State to perform accredited duties in the 
new State. The Veterinarian-in-Charge 
shall also give the State Animal Health 
Official of the new State an opportunity 
to review the contents of the orientation. 

§ 161.2 Requirements and application 
procedures for accreditating 

(a) Initial Accreditation. A 
veterinarian may apply for accreditation 
by completing an application for 
accreditation on Form 1-36A, 
"Application for Veterinary 
Accreditation," including certification 
that the applicant is able to perform the 
tasks listed in paragraph (d) of this 
section, and submitting it to a 
Veterinarian-in-Charge. 

(1) Completed Forms 1-36A received 
by a Veterianarin-in-Charge shall be 
reviewed by the State Animal Health 
Official * * for the State in which the 
veterinarian wishes to perform 
accredited duties. Wihin 14 days after 
receiving an application, a State Animal 
Health Official shall either endorse the 
application or send a written statement 
to the Adminisrator explaining why it 
was not endorsed; but if the State 
Animal Health Official fails to take one 
of these actions within 14 days, the 
Veterinarian-in-Charge shall proceed to 
review the application. The 
Administrator will review the 
application and the written statement, if 
any, and determine whether the 
applicant meets the requirements for 
accreditation contained in this part. 

(2) The Administrator is hereby 
authorized to accredit a veterinarian 
when he or she determines that: 

(i) The veterinarian is a graduate with 
a Doctorate of Veterinary Medicine or 
an equivalent degree (any degree that 
qualifies the holder to be licensed by a 
State to practice veterinary medicine) 
from a college of veterinary medicine; 


* Endorsement by the State Animal Health 
Official shall also indicate that the applicant is 
licensed to practice veterinary medicine in the State 
for which the State Animal Health OfTicial is 
responsible. 


(ii) The veterinarian is licensed to 
practice veterinary medicine in the State 
in which the veterinarian wishes to 
perform accredited duties; and, 

(iii) The veterinarian has completed 
an orientation program approved by the 
Veterinarian-in-Charge * for the State in 
which the veterinarian wishes to 
practice, and upon completion of the 
orientation, has signed a written 
statement listing the data and place or 
orientation, the subjects covered in the 
orientation, and any written materials 
provided to the veterinarian at the 
orientation. The orientation program 
shall include the following topics. 

(A) Federal animal health laws, 
regulations, and rules; 

(B) Interstate movement requirements 
for animals: 

(C) Import and export requirements 
for animals. 

(D) USDA animal disease eradication 
and control programs; 

(E) Laboratory support in conforming 
disease diagnoses; 

(F) Ethical/Professional 
responsibilities of an accredited 
veterinarian; and. 

(G) Animal health procedures, issues, 
and information resources relevant to 
the State in which the veterinarian 
wishes to perform accredited duties. 

(b) Reaccreditation. A veterinarian 
whose accreditation has been revoked 
may apply for reaccreditation when the 
revocation has been in effect for not less 
than two years by completing an 
application for reaccreditation on Form 
1-36A, "Application for Veterinary 
Accreditation", and submitting it to the 
Veterinarian-in-Charge of the State or 
area where he or she wishes to perform 
accredited work. 

(1) Completed Forms 1-36A received 
by a Veterinarian-in-Charge shall be 
reviewed by the State Animal Health 
Official * for the State in which the 
veterinarian wishes to perform 
accredited duties. Within 14 days after 
receiving an application, a State Animal 
Health Official shall either endorse the 
application or send a written statement 
to the Administrator explaining why it 
was not endorsed; but if the State 
Animal Health Official fails to take one 
of these actions within 14 days, the 
Veterinarian-in-Charge shall proceed to 
review the application. The 
Administrator will review the 


* The State Animal Health Official shall be given 
an opportunity to review the content of orientation 
programs. 

• Endorsement by the State Animal Health 
Official shall also indicate that the applicant is 
licensed to practice veterinary medicine in the State 
for which the State Animal Health Official is 
responsible. 
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application and the written statement, if 
any, and determine whether the 
applicant meets the requirements for 
reaccreditation contained in this part 

(2) The Administrator is hereby 
authorized to reaccredit a veterinarian 
when he or she determines that: 

(i) The veterinarian is licensed to 
practice veterinary medicine in the State 
in which the veterinarian wishes to 
perform accredited duties; 

(ii) The veterinarian has completed a 
reaccreditation orientation program 
approved by the Veterinarian-in- 
Charge for the State In which the 
veterinarian wishes to practice, and 
upon completion of the orientation, has 
signed a written statement listing the 
date and place of orientation, the 
subjects covered in the orientation, and 
any written materials provided to the 
veterinarian at the orientation. The 
orientation program shall include topics 
addressing the subject areas which led 
to loss of accreditation for the applicant, 
and subject areas which have changed 
since the applicant lost accreditation; * 
and, 

(iii) The professional integrity and 
reputation of the applicant support a 
conclusion that the applicant will 
faithfully fulfill the duties of an 
accredited veterinarian in the future. In 
making this conclusion, the 
Administrator shall consider. 

(A) Criminal conviction records 
adversely reflecting on the honesty or 
integrity of the applicant with regard to 
the performance or nonperformance of 
veterinary medical duties; 

(D) Official records of the applicant's 
actions participating in Federal, State, or 
local veterinary programs; 

(C) Judicial determinations in civil 
litigation adversely reflecting on the 
integrity of the applicant; and 

(D) Any other evidence reflecting on 
the professional integrity and reputation 
of the applicant. 

(c) Reinstatement after suspension, A 
veterinarian whose accreditation has 
been suspended (other than a summary 
suspension that is changed to a 
revocation as the result of an 
adjudicatory proceeding] will be 
automatically reinstated as an 
accredited veterinarian upon completion 
of the suspension. 

(d) Tasks which applicants for 
accredited status must be able to • 
perform. Applicants for accredited 
status must be able to: 

(1) Perform physical examinations of 
individual animus, herds, or flocks to 


♦ The State Animal Health OfTidal shall be given 
<*n opportunity to review the content of 
reaccreditation orientation programs. 


determine whether they are free from 
communicable diseases; 

(2) Recognize the common breeds of 
livestock so as to be able to record 
breed information on official documents; 

(3) Recognize brucellosis tattoos and 
calfhood vaccination tags, and 
determine the State of origin of eartags, 
to properly identify animals in interstate 
commerce; 

(4) Estimate the age of livestock using 
dental formula; 

(5) Apply an eartag, tattoo, backtag, 
and legband; 

(6) Certify the disease status of a 
poultry flock with regard to disease 
caused by Salmonella enteritidis, 
psittacosis, and velogenic viscerotropic 
Newcastle disease; 

(7) Properly complete certificates for 
domestic and international movement of 
animals; 

(8) Apply and remove official seals; 

(9) Perform a necropsy on livestock; 

(10) Recognize signs and lesions of 
exotic animal diseases; 

(11) Plan a disease control strategy for 
a livestock unit; 

(12) Vaccinate for brucellosis and fill 
out the vaccination certificate; 

(13) Draw and ship blood for testing; 

(14) Perform a caudal fold test for 
tuberculosis; 

(15) Develop appropriate cleaning and 
disinfection plans to control 
communicable livestock disease spread; 
and 

(16) Explain basic principles for 
control of diseases for which APHIS 
programs exist, such as brucellosis, 
pseudorabies, and tuberculosis. 

(Approved by the Office of Management and 
Budget under control number 0579-0032) 

S 161.3 Standards for accredited 
veterinarian duties. 

An accredited veterinarian shall 
perform the functions of accredited 
veterinarian only in a State in which the 
accredited veterinarian is licensed. An 
authorized assistant may be authorized 
to perform specified duties or have 
access to specified materials associated 
with the performance of an accredited 
veterinarian's work, if the authorized 
assistant is named in a written 
delegation of authority signed by the 
accredited veterinarian and on file with 
the Veterinarian-in-Charge. The 
delegation of authority shall also specify 
duties the authorized assistant is 
authorized to perform and materials 
associated with the performance of the 
accredited veterinarian's work to which 
the authorized assistant is allowed 
access. The delegation of authority may 
also authorize an authorized assistant to 
sign documents for the accredited 
veterinarian, using the format "signed 


for (name of accredited veterinarian] by 
(name of authorized assistant}.** The 
accredited veterinarian will be 
responsible for the accuracy and 
completeness of all tests of activities 
performed by their authorized assistant, 
including the accuracy and 
completeness of the i^ormation on any 
official certificate, form, record or report 
signed by the authorized assistant. An 
accredited veterinarian shall perform 
the functions of an accredited 
veterinarian and carry out all 
responsiblities under the applicable 
Federal programs and cooperative 
programs subject to direction provided 
by the Veterinarian-in-Charge and in 
accordance with any regulations and 
instructions issued to the accredited 
veterinarian by the Veterinarian-in- 
Charge, and shall observe the following 
specific standards: 

(a) An accredited veterinarian shall 
not issue or sign a certificate, form, 
record or report which reflects the result 
of any inspection, test, vaccination or 
treatment performed by him or her, with 
respect to any animal, unless he or she, 
wiAin 24 hours prior to such signing, 
has personally observed each animal in 
a location that allows the accredited 
veterinarian sufficient space to observe 
the animal in such a manner as to detect 
abnormalities related to areas such as, 
but not limited to, locomotion, body 
excretion, respiration, and skin 
conditions. An accredited veterinarian 
shall examine each animal showing 
abnormalities, in order to determine 
whether or not there is visible evidence 
of the presence or absence of a 
communicable disease. 

(b) An accredited veterinarian shall 
not issue or sign any certificate, form, 
record or report to be used until, and 
unless, it has been accurately and fully 
completed, clearly identifying the 
animals to which it applies, and showing 
the dates and results of any inspection, 
test, or vaccination.the accredited 
veterinarian has conducted, except as 
provided in paragraph (c) of this section. 
The accredited veterinarian shall 
distribute copies of certificates, forms, 
records and reports, according to 
instructions issued to instruction issued 
to him or her by the Veterinarian-in- 
Charge. 

(c) An accredited veterinarian shall 
not issue or sign any certificate, form, 
record or report which reflects the 
results of any inspection, test, 
vaccination, or treatment performed by 
another accredited veterinarian, unless: 

(1) The signing accredited veterinarian 
has exercised reasonable care, that is, a 
standard of care that a reasonable 
prudent person would use under the 
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circumstances in the course of 
performing professional duties, to 
determine that the certificate, form, or 
report is accurate: 

(2) The certificate, form or report 
in^cates that the inspection, test, 
vaccination, or treatment was performed 
by the other accredited veterinarian; 
identifies the other veterinarian by 
name: and includes the date and the 
place where such inspection, test, or 
vaccination was performed: and, 

(3) For a certificate, form, or report 
indicating results of a laboratory test, 
the signing accredited veterinarian shall 
keep a copy of the certificate, form, or 
report and shall attached to it either a 
copy of the test results issued by the 
laboratory, or a written record 
(including date and participant’s names) 
of a conversation between the signing 
accredited veterinarian and the . 
laboratory confirming the test results. 

(d) An accredited veterinarian shall 
perform official tests, inspections, 
treatments, and vaccinations and shall 
submit specimens to designated 
laboratories in accordance with Federal 
and State regulations and instructions 
issued to the accredited veterinarian by 
the Veterinarian-in-Charge. 

(e) An accredited veterinarian shall 
identify or supervise the identification of 
reactor animals by tagging or such other 
method as may be prescribed in 
instructions issued to him or her by the 
Veterinarian-ln-Charge. 

(f) An accredited veterinarian shall 
immediately report to the Veterinarian- 
in-Charge all diagnosed or suspected 
cases of a communicable animal disease 
for which APHIS has a control or 
eradication program in 9 CFR chapter I, 
and all diagnosed or suspected cases of 
any animal disease not known to exist 
in the United States as provided by 

§ 71.3(b) of this chapter. 

(g) While performing accredited work, 
an accredited veterinarian shall take 
such measures of sanitation as are 
necessary to prevent the spread of 
communicable diseases of animals by 
the accredited veterinarian. 

(h) An accredited veterinarian shall 
keep himself or herself currently 
informed on Federal and State 
regulations that are provided to him or 
her by the Veterinarian-in-Charge. or by 
the State official through the 
Veterinarian-in-Charge, governing the 
movement of animals, and on 
procedures applicable to disease control 
and eradication programs, including 
emergency programs. 

(i) An accredited veterinarian shall 
not use or dispense in any manner, any 
pharmaceutical, chemical, vaccine or 
serum, or other biological product 
authorized for use under any Federal 


regulation or cooperative disease 
eradication program, in contravention of 
any Federal and State statute or 
relation, or instruction issued to the 
accredited veterinarian by the 
Veterinarian-in-Charge. 

(j) An accredited veterinarian shall be 
responsible for the security and proper 
use of all official certificates, forms, 
records, reports, tags, bands, or other 
identification devices used in his or her 
work as an accredited veterinarian and 
shall take reasonable care to prevent 
misuse thereof. An accredited 
veterinarian shall immediately report to 
the Veterinarian-in-Charge. the loss, 
theft, or deliberate an accidental misuse 
of any such certificate, form, record, 
report, tag. band, or other identification 
devices. 

(k) An accredited veterinarian may 
issue or sign an original health 
certificate for export use pursuant to 
part 91 of this Chapter without including 
tests results from a laboratory, if a 
Veterinary Services veterinarian has 
determined that action is necessary to 
save time in order to meet an 
exportation schedule and agrees to add 
the tests to the certificate at a later time. 
In such cases, the accredited 
veterinarian shall state on the certificate 
that such test results are to be added by 
the Veterinary Services veterinarian and 
shall state on the certificate the name of 
the Veterinary Services veterinarian. 

S 161.4 Suspension or revocation of 
veterinary accreditation; criminal and cMI 
penalties. 

(a) The Administrator is authorized to 
suspend for a given period of time, or to 
revoke, the accreditation of a 
veterinarian when he or she determines 
that the accredited veterinarian has not 
complied with the ’’Standards for 
Accredited Veterinarians” as set forth in 
S 161.3, or, in lieu thereof, to issue a 
written notice of warning to the 
accredited veterinarian when the 
Administrator determines a notice of 
warning will be adequate to attain 
compliance with the Standards. 

(b) Accreditation shall be 
automatically terminated when an 
accredited veterinarian is not licensed 
to practice veterinary medicine in at 
least one State. 

(c) Accreditation shall be 
automatically revoked when an 
accredited veterinarian is convicted for 
a crime in either State or Federal court, 
if such conviction is based on the 
performance or nonperformance of any 
act required of him or her in his capacity 
as an accredited veterinarian. 

(d) Any accredited veterinarian who 
knowingly issues or signs a false, 
incorrect, or mislabeled animal health or 


inspection certificate, blood sample, 
official brucellosis vaccination 
certificate, or official tuberculin test 
certificate in accordance with this 
chapter, shall be subject to such civil 
penalties and such criminal liabilities as 
are provided by 18 U.S.C.lOOl, 21 U.S.C 
117,122,127. and 134e. or other 
applicable Federal statutes. Such action 
may be in addition to. or in lieu of, 
suspension or revocation of accredited 
veterinarian status in accordance with 
S 161.4 of this chapter. 

PART 162<-RUL£S OF PRACTICE 
GOVERNING REVOCATION OR 
SUSPENSION OF VETERINARIANS’ 
ACCREDITATION 

Subpart A-MSaneral 

Sec. 

162.1 Scope and applicability of rules of 
practice. 

Subpart B—Supplemental Rules of Practice 

162.10 Summary suspension of accreditation 
of veterinarian. 

162.11 NoUfication. 

162.12 Informal conference. 

162.13 Formal complaint. 

Authority: 15 U.S.C. 1826; 21 U.S.C 105, 
111-114,114a. 114a-l. 115.116,12a 121.125, 
134b. 134f. 612, and 613; 7 CFR 2.17, 2.51, and 

Subpart A-^eneral 

S 162.1 Scope and applicability of rules of 
practice. 

The Uniform Rules of Practice for the 
Department of Agriculture promulgated 
in subpart H of part 1. subtitle A. title 7, 
Code of Federal Regulations, are the 
Rules of Practice applicable to 
adjudicatory, administrative 
proceedings for the revocation or 
suspension of accreditation of 
veterinarians (9 CFR parts 160 and 161). 
In addition, the Supplemental Rules of 
Practice set forth in Subpart B of this 
part shall be applicable to such 
proceedings. 

Subpart B—Supplemental Rules of 
Practice 

9 162.10 Summary suspension of 
accreditation of veterinarians. 

In any situation where the 
Administrator has reason to believe that 
any veterinaria n ac credited under the 
provisions of 9 CFR parts 160 and 161 
has not complied with the ’’Standards 
for Accredited Veterinarians” set forth 
in 9 161.3 of this chapter, and deems 
such action necessary in order to 
prevent the introduction into the United 
States or the spread from one State to 
another of a contagious, infectious, or 
communicable disease of animals, or to 
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insure that animals intended or offered 
for export to foreign countries are free 
from disease, the Administrator may 
suspend the accreditation of such 
veterinarian pending final determination 
in the proceeding, effective upon oral or 
written notification, whichever is 
earlier. In the event of oral notification, 
a written confirmation thereof shall be 
given to such veterinarian pursuant to 
§ 1.147(b) of the Uniform Rules of 
Practice (7 CFR 1.147(b)) as promptly as 
circumstances permit. Such suspension 
shall have no relevance with respect to 
the final determination in the 
proceeding. 

§ 162.11 Notification. 

The Veterinarian-in-Charge shall 
notify an accredited veterinarian when 
there is reason to believe that the 
accredited veterinarian has not 
complied with the “Standards for 
Accredited Veterinarians” as contained 
in § 161.3 of this chapter. The 
notification shall be in writing, with a 
copy to the State Animal Health 
Official, and shall include a statement of 
the basis for the belief that the 
accredited veterinarian has failed to 
comply with the standards and shall 
notify the accredited veterinarian if the 
Veterinarian-in-Charge has arranged to 
hold an informal conference to discuss 
the matter. 

§ 162.12 Informal conference. 

(a) The Veterinarian-in-Charge, in 
consultation with the State Animal 
Health Official and the accredited 
veterinarian, shall designate the time 
and place for the holding of an informal 
conference to review the matter, unless 
the Veterinarian-in-Charge determines 
that an informal conference is not 
appropriate. An informal conference is 
not appropriate only in the Veterinarian- 
in-Charge decides to dismiss the case 
based on available facts, or if civil or 
criminal charges based on the actions or 
inactions believed to be in violation of 
the “Standards for Accredited 
Veterinarians” contained in § 161.3 of 
this chapter are pending against the 
accredited veterinarian. An informal 
conference shall include the 
Veterinarian-in-Charge or his or her 
representative, the accredited 
veterinarian, and any other persons the 
Veterinarian-in-Charge requests to 
attend due to their involvement in or 
knowledge of the possible violation. The 
State Animal Health Official will be 
invited to attend each informal 
conference held regarding activities in 
his or her State. At the discretion of the 


Veterinarian-in-Charge. informal 
conferences may be held by telephone. 

(b) Prior to. during, or at the 
conclusion of the informal conference, 
the Veterinarian-in-Charge may issue a 
written warning to the accredited 
veterinarian without further procedure 
after determining that a warning with 
appropriate instructions will be 
adequate to attain compliance with the 
standards. 

(c) If prior to, during, or at the 
conclusion of. the informal conference, 
the accredited veterinarian consents, in 
writing, to the issuance of an order 
revoking or suspending his or her 
accreditation for a specified period of 
time, in lieu of further procedure, the 
Veterinarian-in-Charge may issue such a 
consent order without further procedure. 

(d) If prior to, during, or after the 
informal conference, but prior to the 
issuance of a formal compliant, the 
accredited veterinarian is found not to 
have violated the regulations, the 4 
Veterinarian-in-Charge will issue a 
letter dismissing the case, and provide a 
copy of the letter to the accredited 
veterinarian and to the State Animal 
Health Official. Prior to, during, or after 
the informal conference, the 
Veterinarian-in-Charge may issue a 
letter identifying actions of the 
accredited veterinarian that were minor 
violations of the standards, instructing 
the accredited veterinarian in proper 
procedures, and admonishing the 
accredited veterinarian to use greater 
care in performing these procedures in 
the future. Issuance of three or more 
letters of dismissal citing incidents of 
minor violations by an accredited 
veterinarian may be cause for more 
severe action under this section and 

§ 161.4. 

§ 162.13 FofTnal complaint 

If a consent order has not been issued, 
or if, after an informal conference, the 
Veterinarian-in-Charge has not issued a 
letter of dismissal or letter of warning to 
the accredited veterinarian, a formal 
complaint may be issued by the 
Administrator in accordance with 
§ 1.135 of the Uniform Rules of Practice 
(7 CFR 1.135). 

Done in Washington. DC. this 1st day of 
June. 1992. 

Robert Melland, 

Administrator, Animal and Plant Health 
inspection Service. 

[FR Doc. 92-13068 Filed 6-3-92; 8:45 am] 
BILLING CODE 3410-a4>M 


NUCLEAR REGULATORY 
COMMISSION 

10 CFR Part 100 

Revision of Appendix A 

agency: Nuclear Regulatory 
Commission. 

ACTION: Notice of meeting. 


summary: The Nuclear Regulatory 
Commission staff will meet with the 
staff of the Nuclear Management and 
Resources Council (NUMARC) and 
other industry representatives to discuss 
the revision of Appendix A, “Seismic 
and Geologic Siting Criteria for Nuclear 
Power Plants,” to 10 CFR part 100. 

DATES: June 17.1992.1 p.m. 

addresses: 11555 Rockville Pike. Room: 
1F7/9, Rockville, Maryland. 

FOR FURTHER INFORMATION CONTACT: 

Dr. Andrew J. Murphy. Chief. Structural 
and Seismic Engineering Branch, Office 
of Nuclear Regulatory Research. Nuclear 
Regulatory Commission. Washington. 
DC 20555. Telephone: (301) 492-3860. 

SUPPLEMENTARY INFORMATION: 

Appendix A to 10 CFR part 100 
describes the seismic and geologic siting 
and earthquake engineering criteria for 
nuclear power plants. Because of the 
advances in the state-of-the-art since the 
publication of the regulation (elective 
December 13,1973), a need for the 
revision has been established. Staff 
progress in the revision of appendix A to 
10 CFR part 100 has been discussed in 
public meetings with NUMARC and 
other industry representatives on 
February 4,1992 and April 23.1992. the 
Advisory Committee on Reactor 
Safeguards, Subcommittee on Extreme 
External Phenomena on February 5,1992 
and the Advisory Committee on Reactor 
Safeguards, Full Committee on February 
7.1992. 

The purpose of this meeting is to meet 
with NUMARC and other industry 
representatives to discuss industry 
recommended alternatives to the draft 
proposed revision of appendix A to 10 
CFR part 100 that was placed in the 
NRC Public Document Room at 2120 L 
Street NW. (Lower Level), Washington. 
DC (Memorandum from Lawrence C. 
Shao to Raymond F. Fraley, dated 
January 21,1992, Subject: Revision of 
appendix A to 10 CFR part 100— 
Geological and Seismological Siting 
Criteria for Nuclear Power Plants). No 
specific agenda is being proposed. 
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Dated at Rockville, Maryland, this 28 day 
of May, 1992, for the Nuclear Regulatory 
Commission. 

• Lawrence C. Sbao. 

Director, Division of Engineering, Office of 
Nuclear Regulatory Research. 

[FR Doc. 92-13062 Filed 6-3-02; a‘45 am] 
B4LUNQ cooe 7690-01-«i 


DEPARTMENT OF TRANSPORTATION 

Federal Aviation Administration 

14 CFR Part 39 

[Docket No. 92-NM-85-AO] 

Airworthiness Directives; Boeing 
Model 757 Series Airplanes 

agency; Federal Aviation 
Administration, DOT. 
actvon: Notice of proposed rulemaking 
(NPRM)._ 

summary: This notice proposes the 
supersedure of an existing airworthiness 
directive (AD), applicable to certain 
Boeing Model 757 series airplanes, that 
currently requires visual inspections of 
the internal and external splines of the 
trailing edge flap drive torque tube 
coupling assembly for excessive wear, 
and replacement of the coupling, if 
necessary. That action was prompted by 
reports of excessive wear on the aft end 
of the trailing edge flap drive torque 
tube coupling. This action would add an 
optional modification that, if installed, 
would constitute terminating action for 
the existing inspection requirements. 

The actions specified by the proposed 
AD are intended to prevent damage 
caused by skewed flaps resulting from 
excessive wear of the splines of the 
trailing edge flap drive torque tube 
coupling. 

dates: Comments must be received by 
July 13,1992. 

ADDRESSES: Submit comments in 
triplicate to the Federal Aviation 
Administration (FAA), Transport 
Airplane Directorate, ANM-103, 
Attention: Rules Docket No. 92-NM-05- 
AD, 1601 Lind Avenue SW., 

Renton,Washington 98055-4056. 
Comments may be inspected at this 
location between 9 a.m. and 3 p.m., 
Monday through Friday, except Federal 
holidays. 

The service information referenced in 
the proposed rule may be obtained from 
Boeing Commercial Airplane Group. 

P.O. Box 3707, Seattle. Washington 
96124. This information may be 
examined at the FAA, Transport 
Airplane Directorate. 1601 Lind Avenue 
SW., Renton. Washington. 


FOR FURTHER INFORMATION CONTACT: 

Ms. Carrie Sumner, Seattle Aircraft 
Certification Office. Airframe Branch, 
ANM-120S. FAA, Transport Airplane 
Directorate. 1601 Lind Avenue SW., 
Renton. Washington 98055-4056; 
telephone (206) 227-2778; fax (206) 227- 
1181. 

SUPPLEMENTARY INFORMATION: 
Comments Invited 

Interested persons are invited to 
participate in the making of the 
proposed rule by submitting such 
written data, views, or arguments as 
they may desire. Communications shall 
identify the Rules Docket number and 
be submitted in triplicate to the address 
specified above. All communications 
received on or before the closing date 
for comments, specified above, will be 
considered before taking action on the 
proposed rule. The proposals contained 
in this notice may be changed in light of 
the comments received. 

Comments are specifically invited on 
the overall regulatory, economic, 
environmental, and energy aspects of 
the proposed rule. All comments 
submitted will be available, both before 
and after the closing date for comments, 
in the Rules Docket for examination by 
interested persons. A report 
summarizing each FAA-public contact 
concerned with the substance of this 
proposal will be filed in the Rules 
Docket. 

Commenters wishing the FAA to 
acknowledge receipt of their comments 
submitted in response to this notice 
must submit a self-addressed, stamped 
postcard on which the following 
statement is made: ^'Comments to 
Docket Number 92-NM-65-AD.” The 
postcard will be date stamped and 
returned to the commenter. 

Availability of NPRMs 

Any person may obtain a copy of this 
NPRM by submitting a request to the 
FAA, Transport Airplane Directorate. 
ANM-103, Attention; Rules Docket No. 
92-NM-85-AD. 1601 Lind Avenue SW., 
Renton. Washington 98055-4056. 

Discussion 

On April 4,1990, the FAA issued AD 
90-06-16, Amendment 39-6574 (55 FR 
13755, April 12,1990), to require visual 
inspections of the internal and external 
splines of the trailing edge flap drive 
torque tube coupling assembly for 
excessive wear, and replacement of the 
coupling, if necessary. That action was 
prompted by reports of excessive wear 
on the aft end of the trailing edge flap 
drive torque tube coupling. The 
requirements of that AD are intended to 
prevent damage caused by skewed flaps 


resulting from excessive wear of the 
splines of the trailing edge flap drive 
torque tube coupling. 

Since the issuance of that AD, the 
manufacturer has developed a 
modification that, once installed, would 
eliminate the need for the inspection 
requirements of the existing rule. 

The FAA has reviewed and approved 
Boeing Service Bulletin 757-27-0099, 
dated March 12,1992, that describes 
procedures for removing two of the 
currently installed torque tube 
assemblies for the trailing edge flaps 
and replacing them with improved 
torque tube assemblies part number 
251N4281-20 (one on each wing). The 
service bulletin also describes 
procedures for installing a sealant plug 
in the shafts of the four gear boxes. 
Installation of the improved torque tube 
assembly and sealant plug eliminates 
the need for repetitive inspections of the 
assemblies. The effectivity listing of the 
service bulletin is limited to certain 
airplanes having specific line numbers; 
airplanes not included in this listing 
were modified in production to include 
the improved torque tube assemblies 
and sealant plugs. 

The FAA has also reviewed and 
approved Boeing Service Letter 757-SL- 
27-52-B. dated April 30,1990, which 
describes procedures for visual 
inspection of the trailing edge flap drive 
torque tube coupling for excessive wear, 
and replacement of the coupling, if 
necessary. This revision contains 
essentially the identical information as 
contained in Revision A of this service 
letter (cited incorrectly as Revision 1 in 
the superseded rule), but includes new 
information about AD 90-06-16. 

Since an unsafe condition has been 
identified that is likely to exist or 
develop on other products of this same 
type design, the proposed AD would 
supersede AD 90-08-18 to continue the 
requirement for inspections of the torque 
tube coupling assembly, but would add 
an optional modification (consisting of 
the installation of improved torque tube 
assemblies and sealant plugs) that, if 
installed, would constitute terminating 
action for the inspections. The optional 
terminating action would be required to 
be accomplished in accordance with the 
Boeing service bulletin described 
previously. 

The applicability of the proposed rule 
has been revised to exclude those 
airplanes on which the terminating 
modification was previously installed 
during production. 

The new revision of the Boeing 
service letter, described above, is cited 
in paragraph (a) of this proposal as an 
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additional source of appropriate service 
information. 

There are approximately 431 Boeing 
Model 757-8erie9 airplanes of the 
affected design in the worldwide fleet. 
The FAA estimates that 279 airplanes of 
U.S. registry w^ould be affected by this 
proposed AD. The (currently required) 
inspections necessitate 1.5 work hours 
to accomplish, at an average labor rate 
is $55 per work hour. Based on these 
figures the total cost impact of the 
currently required inspections on U.S. 
operators is $23,018. 

Should an operator elect to install the 
optional terminating modification, it 
would take approximately 9 work hours 
per airplane to accomplish, at an 
average labor rate of $55 per work hour. 
Modification parts would cost 
approximately $1,486 per airplane. 

Based on these figures, the total cost 
associated with installation of the 
proposed optional terminating 
modification is estimated to be $1,981 
per airplane. 

The regulations proposed herein 
would not have substantial direct effects 
on the States, on the relationship 
between the national government and 
the States, or on the distribution of 
power and responsibilities among the 
various levels of government. Therefore, 
in accordance with Executive Order 
12612, it is determined that this proposal 
would not have sufficient federalism 
implications to warrant the preparation 
of a Federalism Assessment. 

For the reasons discussed above, 1 
certify that this proposed regulation (1) 
is not a ‘‘major rule” under Executive 
Order 12291; (2) is not a “significant 
rule” under the DOT Regulatory Policies 
and Procedures (44 FR 11034. February 
26.1979); and (3) if promulgated, will not 
have a significant economic impact, 
positive or negative, on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act. 
A copy of the draft regulatory 
evaluation prepared for this action is 
contained in the Rules Docket. A copy of 
it may be obtained by contacting the 
Rules Docket at the location provided 
under the caption “addresses.” 

List of Subjects in 14 CFR Part 39 

Air transportation. Aircraft. Aviation 
safety, Safety. 

The Proposed Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
proposes to amend 14 CFR part 39 of the 
Federal Aviation Regulations as follows: 


PART 39—AIRWORTHINESS 
DIRECTIVES 

1. The authority citation for part 39 
continues to read as follows: 

Authority: 49 U.S.C. 1354(a). 1421 and 1423: 
49 U.S.C. 106(g); and 14 CFR 11.89. 

§39.13 [Amended] 

2. Section 39.13 is amended by 
removing amendment 39-6574 (55 FR 
13755, April 12,1990), and by adding a 
new airworthiness directive (AD), to 
read as follows: 

Boeing: Docket 92-NM-65-AD. Supersedes 
AD 90-08-16, Amendment 39-6574. 
Applicability: Model 757 series airplanes: 
line numbers 1 through 411, inclusive, and 413 
through 432, inclusive: certificated in any 
category. 

Compliance: Required as indicated, unless 
accomplished previously. 

To prevent damage caused by skewed 
flaps resulting from excessive wear of the 
splines of the trailing edge flap drive torque 
tube coupling, accomplish the following: 

(a) Prior to the accumulation of 2,000 flight 
cycles, or within the next 200 flight cycles 
after April 30.1990, (the effective date of AD 
90-08-16), whichever occurs later, and 
thereafter at intervals not to exceed 2.000 
flight cycles, perform ai\ inspection of the 
torque tube coupling splines, in accordance 
with Boeing Service Letter 757-SL-27-52. 
dated january 31.1990; or Boeing Service 
Letter 757-SL-27-52-A (Revision 1). dated 
March 21,1990: or Boeing Service Letter 757- 
SL-27-52-B, dated April 30.1990. 

(1) If the measurerhent over the pin. as 
detailed in the service letter, is less than 
1.8605 inches but equal to or greater than 
1.8533 inches, repeat the inspection prior to 
the accumulation of 1.000 additional flight 
cycles. 

(2) If the measurement over the pin. as 
detailed in the service letter, is less than 
1.8533 inches, replace the coupling prior to 
further flight, in accordance with the service 
letters. 

(b) Replacement of the torque tube 
assemblies edge flaps with improved torque 
tube assemblies, part number 251N4281-20 
(one on each wing), and installation of a 
sealant plug in the shafts of the four 
gearboxes, in accordance with Boeing Service 
Bulletin 757-27-0099. dated March 12,1992, 
constitutes terminating action for the 
inspections required by paragraph (a) of this 
AD. 

(c) An alternative method of compliance or 
adjustment of the compliance time, which 
provides an acceptable level of safety, may 
be used when approved by the Manager. 
Seattle Aircraft Certification Office (AGO), 
FAA, Transport Airplane Directorate. The 
request shall be forwarded through an FAA 
Principal Maintenance Inspector, who may 
concur or comment and then send it to the 
Manager, Seattle ACO. 

Note: Information concerning the existence 
of approved alternative methods of 
compliance with this airworthiness directive, 
if any. may be obtained from the Seattle 
ACO. 


(d) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the airplane to a location where the 
requirements of this AD can be 
accomplished. 

Issued in Renton. Washington, on May 12. 
1992. 

Darrell M. Pederson, 

Acting Manager, Transport Airplane 
Directorate, Aircraft Certification Service. 
(FR Doc. 92-13046 Filed 6-3-92: 8:45 am] 

BILUNQ CODE 4910-1S-M 


14 CFR Part 39 

[Docket No. 92-NM-64-AD] 

Airworthiness Directives; British 
Aerospace Model BAe 125-600A, 
-700A, and -800A Series Airplanes 

agency: Federal Aviation 
Administration. DOT. 

action: Notice of proposed rulemaking 
(NPRM),_ 

summary: This notice proposes the 
adoption of a new airworthiness 
directive (AD) that is applicable to 
certain British Aerospace Model BAe 
125-600A. -700A. and -^A series 
airplanes. This proposal would require 
modification of the cabin and toilet 
fluorescent lighting systems. This 
proposal is prompted by a report that 
faults in certain cabin and toilet 
fluorescent lighting systems could cause 
overheating of components and wiring. 
The actions specified by the proposed 
AD are intended to prevent electrical 
arcing, which can result in a fire. 

DATES: Comments must be received by 
June 29.1992. 

ADDRESSES: Submit comments in 
triplicate to the Federal Aviation 
Administration (FAA), Transport 
Airplane Directorate. ANM-103. 
Attention: Rules Docket No. 92-NM-64- 
AD. 1601 Lind Avenue SW., Renton. 
Washington 98055-4056. Comments may 
be inspected at this location between 9 
a.m. and 3 p.m., Monday through Friday, 
except Federal holidays. 

The service information referenced in 
the proposed rule may be obtained from 
British Aerospace, PLC, Librarian for 
Service Bulletins. P.O. Box 17414, Dulles 
International Airport, Washington, DC 
20041-0414. This information may be 
examined at the FAA. Transport 
Airplane Directorate, 1601 Lind Avenue 
SW.. Renton. Washington. 

FOR FURTHER INFORMATION CONTACT. 

Mr. Hank Jenkins. Aerospace Engineer. 
Standardization Branch. ANM-113, 

FAA. Transport Airplane Directorate, 
1601 Lind Avenue SW.. Renton. 
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Washington 98055-4056; telephone (206) 
227-2141; fax (206) 227-1320. 

SUPPLEMiNTARY INFORMATION: 

Comments Invited 

Interested persons are invited to 
participate in the making of the 
proposed rule by submitting such 
written data, views, or arguments as 
they may desire. Communications shall 
identify the Rules Docket number and 
be submitted in triplicate to the address 
specified above. All communications 
received on or before the closing date 
for comments, specified above, will be 
considered before taking action on the 
proposed rule. The proposals contained 
in this notice may be changed in light of 
the comments received. 

Comments are specifically invited on 
the overall regulatory, economic, 
environmental, and energy aspects of 
the proposed rule. All comments 
submitted will be available, both before 
and after the closing date for comments, 
in the Rules Docket for examination by 
interested persons. A report 
summarizing each FAA-public contact 
concerned with the substance of this 
proposal will be filed in the Rules 
Docket. 

Commenters wishing the FAA to 
acknowledge receipt of their comments 
submitted in response to this notice 
must submit a selfaddressed, stamped 
postcard on which the following 
statement is made: “Comments to 
Docket Number 92-NM-64-AD.“ The 
postcard will be date stamped and 
returned to the commenter. 

Availability of NPRMs 

Any person may obtain a copy of this 
NPRM by submitting a request to the 
FAA. Transport Airplane Directorate, 
ANM-103. Attention: Rules Docket No. 
92-NM-64-AD. 1601 Lind Avenue SW.. 
Renton, Washington 96055-4056. 

Discussion: The United Kingdom Civil 
Aviation Authority (CAA), which is the 
airworthiness authority for the United 
Kingdom, recently notified the FAA that 
an unsafe condition may exist on certain 
British Aerospace Model BAe 125-600A, 
-700A. and -800A series airplanes. The 
CAA advises that there has been a 
report that faults in certain cabin and 
toilet fluorescent lighting systems could 
cause overheating of components and 
wiring. This condition, if not corrected, 
could result in electrical arcing, which 
can result in a fire. 

British Aerospace has issued Service 
Bulletin 33-45-25A027A&a dated 
December 23,1991, which describes 
procedures for modification of the cabin 
and toilet fluorescent lighting systems. 
This modification consists of replacing 
the original power units with power 


units having integral fault monitoring 
circuits. Installation of this modification 
will provide protection against faults 
that could cause overheating of 
components and wiring. The CAA 
classified this service bulletin as 
mandatory. 

This airplane model is manufactured 
in the United Kingdom and is type 
certificated for operation in the United 
States under the provisions of { 21.29 of 
the Federal Aviation Regulations and 
the applicable bilateral airworthiness 
agreement. Pursuant to this bilateral 
airworthiness agreement, the CAA has 
kept the FAA informed of the situation 
described above. The FAA has 
examined the fmdings of the CAA, 
reviewed all available information, and 
determined that AD action is necessary 
for products of this type design that are 
certificated for operation in the United 
States. 

Since an unsafe condition has been 
identified that is likely to exist or 
develop on other airplanes of the same 
type design registered in the United 
States, the proposed AD would require 
modification of the cabin and toilet 
fluorescent lighting systems. The actions 
would be required to be accomplished in 
accordance with the service bulletin 
described previously. 

The FAA estimates that 10 airplanes 
of U.S. registry would be affected by this 
proposed AD, that it would take 
approximately 20 work hours per 
airplane to accomplish the proposed 
actions, and that the average labor rate 
is $55 per work hour. Required parts 
would cost approximately $3,600 per 
airplane. Based on these Hgures, the 
total cost impact of the proposed AD on 
U.S. operators is estimated to be $47,000. 

The regulations proposed herein 
would not have substantial direct effects 
on the States, on the relationship 
between the national government and 
the States, or on the distribution of 
power and responsibilities among the 
various levels of government. Therefore, 
in accordance with Executive Order 
12612, it is determined that this proposal 
would not have sufficient federalism 
implications to warrant the preparation 
of a Federalism Assessment. 

For the reasons discussed above, 1 
certify that this proposed regulation (1) 
is not a “major rule** under Executive 
Order 12291; (2) is not a “significant 
rule** under the DOT Regulatory Policies 
and Procedures (44 FR 11034, February 
26,1979); and (3) if promulgated, will not 
have a significant economic impact, 
positive or negative, on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act. 
A copy of the draft regulatory 
evaluation prepared for this action is 


contained in the Rules Docket. A copy of 
it may be obtained by contacting the 
Rules Docket at the location provided 
under the caption **ai>0RE88ES.** 

List of Subjects in 14 CFR Part 39 

Air transportation. Aircraft, Aviation 
safety. Safety. 

The Proposed Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
proposes to amend 14 CFR part 39 of the 
Federal Aviation Regulations as follows: 

PART 39—AIRWORTHINESS 
DIRECTIVES 

1. The authority citation for part 39 
continues to read as follows: 

Authority: 49 U.S.C. 1354(a), 1421 and 1423; 
49 U.S.C. 106(g); and 14 CFR UM. 

$39.13 [Amended] 

2. Section 39.13 is amended by adding 
the following new airworthiness 
directive: 

British Aerospace: Docket 924srM-64-AD. 

Applicability: Mode) 125-600A -700A and 
-800A series airplanes; as listed in British 
Aerospace Service Bulletin 33-45- 
25A027A&B. dated December 23.1991; 
certificated in tuny category. 

Compliance: Required as Indicated, unless 
accomplished previously. 

To prevent electrical arcing and a resultant 
fire, accomplish the following: 

(a) Within 180 days after the effective date 
of this AD, modify the cabin and toilet 
Huorescent lighting systems, in accordance 
with British Aerospace Service Bulletin 33- 
45-25A027A&B, dated December 23.1991. 

(b) An alternative method of compliance or 
adjustment of the compliance time, which 
provides an acceptable level of safety, may 
be used when approved by the Manager, 
Standardization Branch. ANM-113, FAA. 
Transport Airplane Directorate. The request 
shall be forwarded through an FAA Principal 
Maintenance Inspector, who may concur or 
comment and then send it to the Manager, 
Standardization Branch. ANM-113. 

(c) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the airplane to a location where the 
requirements of this AD can be 
accomplished. 

Issued in Renton. Washington, on April 28, 
1992. 

N.B. Martenson, 

Acting Manager, Transport Airplane 
Directorate, Aircraft Certification Service, 

(FR Doc, 92-13048 Filed 6-3-92: 8:45 am) 

eitUNQ CODE 4tia>tS4l 
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14 CFR Part 39 
[Docket No. 92-Niyi-71-AD] 

Airworthiness Directives; Fokker 
Model F-26 Mark 0100 Series Airplanes 

agency: Federal Aviation 
Administration, DOT. 
action: Notice of proposed rulemaking 
(NPRM)._ 

summary: This notice proposes the 
adoption of a new airworthiness 
directive (AD) that is applicable to 
certain Fokker Model F-28 Mark 0100 
series airplanes. This proposal would 
require reinforcing the lower right-hand 
wing skin at the fueling adapter. This 
proposal is prompted by results of 
recent tests, which revealed that fatigue 
cracks can develop in the lower right- 
hand wing skin at the attachment bolt 
holes of the fueling adapter. The actions 
specified by the proposed AD are 
intended to prevent reduced structural 
capability of the wing and fuel leakage. 
OATES: Comments must be received by 
July 7.1992. 

ADDRESSES: Submit comments in 
triplicate to the Federal Aviation 
Administration (FAA). Transport 
Airplane Directorate, ANM-103, 
Attention: Rules Docket No, 92-NM-ll- 
AD. 1601 Lind Avenue SW., Renton. 
Washington 9805S-4056. Comments may 
be inspected at this location between 9 
a.m. and 3 p.m.. Monday through Friday, 
except Federal holidays. 

The service information referenced in 
the proposed rule may be obtained from 
Fokker Aircraft USA. Inc.. 1199 North 
Fairfax Street. Alexandria. Virginia 
22314. This information may be 
examined at the FAA. Transport 
Airplane Directorate. 1601 Lind Avenue 
SW.. Renton. Washington. 

FOR FURTHER INFORMATION CONTACT: 
Mr. Mark Quam. Aerospace Engineer. 
Standardization Branch, ANM-113. 
FAA. Transport Airplane Directorate. 
1601 Lind Avenue SW., Renton. 
Washington 98055-4056; telephone (206) 
227-2145; fax (206) 227-1320. 
SUPPLEMENTARY INFORMATION: 

Comments Invited 

Interested persons are Invited to 
participate in the making of the 
proposed rule by submitting such 
written data, views, or arguments as 
they may desire. Communications shall 
identify the Rules Docket number and 
be submitted in triplicate to the address 
specified above. All communications 
received on or before the closing date 
for comments, specified above, will be 
considered before taking action on the 
proposed rule. The proposals contained 


In this notice may be changed in light of 
the comments received. 

Comments are specifically invited on 
the overall regulatory, economic, 
environmental, and energy aspects of 
the proposed rule. All comments 
submitted will be available, both before 
and after the closing date for comments, 
in the Rules Docket for examination by 
interested persons. A report 
summarizing each FAA-public contact 
concerned with the substance of this 
proposal will be filed in the Rules 
Docket 

Commenters wishing the FAA to 
acknowledge receipt of their comments 
submitted in response to this notice 
must submit a self-addressed, stamped 
postcard on which the following 
statement is made: ‘’Comments to 
Docket Number 92-NM-71-AD.** The 
postcard will be date stamped and 
returned to the commenter. 

Availability of NPRMs 

Any person may obtain a copy of this 
NPRM by submitting a request to the 
FAA. Transport Airplane Directorate, 
ANM-103. Attention: Rules Docket No. 
92-NM-71-AD. 1601 Lind Avenue SW.. 
Renton. Washington 98055-4056, 

Discussion 

The Rijksluchtvaartdienst (RLD). 
which is the airworthiness authority for 
the Netherlands, recently notified the 
FAA that an unsafe condition may exist 
on certain Fokker Model F-28 Mark 0100 
series airplanes. The RLD advises that 
results of recent tests conducted by the 
airplane manufacturer have revealed 
that fatigue cracks can develop in the 
lower right-hand wing skin at the 
attachment bolt holes of the fueling 
adapter. Fatigue cracks in this area, if 
not detected and corrected, could lead 
to reduced structural capability of the 
wing and fuel leakage. 

Fokker has issued Service Bulletin 
SBFlOO-57-008, dated November 1,1991. 
which describes procedures for 
reinforcing the lower right-hand wing 
skin at the fueling adapter by installing 
a new stringer and new internal and 
external doubler plates. The RLD 
classified this service bulletin as 
mandatory and issued Netherlands 
Airworthiness Directive BLA No. 91-131 
in order to assure the continued 
airworthiness of these airplanes in the 
Netherlands. 

This airplane model is manufactured 
in the Netherlands and is type 
certificated for operation in the United 
States under the provisions of § 21.29 of 
the Federal Aviation Regulations and 
the applicable bilateral airworthiness 
agreement. Pursuant to this bilateral 
airworthiness agreement, the RLD has 


kept the FAA Informed of the situation 
described above. The FAA has 
examined the findings of the RLD, 
reviewed all available information, and 
determined that AD action is nfecessary 
for products of this type design that are 
certificated for operation in the United 
States. 

Since an unsafe condition has been 
identified that is likely to exist or 
develop on other airplanes of the same 
type design registered in the United 
States, the proposed AD would require 
reinforcing the lower right-hand wing 
skin at the fueling adapter. The actions 
would be required to be accomplished in 
accordance with the service bulletin 
described previously. 

The FAA estimates that 20 airplanes 
of U.S. registry would be affected by this 
proposed AD, that it would take 
approximately 20 work hours per 
airplane to accomplish the proposed 
actions, and that the average labor rate 
Is $55 per work hour. Required parts 
would cost approximately $880 per 
airplane. Based on these figures, the 
total cost impact of the proposed AD on 
U.S. operators is estimated to be $39,600. 

The regulations proposed herein 
would not have substantial direct effects 
on the States, on the relationship 
between the national government and 
the States, or on the distribution of 
power and responsibilities among the 
various levels of government Therefore. 
In accordance with Executive Order 
12612, it is determined that this proposal 
would not have sufficient federalism 
implications to warrant the preparation 
of a Federalism Assessment. 

For the reasons discussed above, I 
certify that this proposed regulation (1) 
is not a “major rule'* under Executive 
Order 12291; (2) is not a “significant 
rule** under the DOT Regulatory Policies 
and Procedures (44 FR11034. February 
26.1979); and (3) if promulgated, will not 
have a significant economic impact, 
positive or negative, on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act. 
A copy of the draft regulatory 
evaluation prepared for this action is 
contained In the Rules Docket. A copy of 
it may be obtained by contacting the 
Rules Docket at the location provided 
under the caption “ADDRESSES.** 

Ust of SubjecU in 14 CFR Part 39 

Air transportation. Aircraft, Aviation 
safety. Safety. 

The Proposed Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
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proposes to amend 14 CFR part 39 of the 
Federal Aviation Regulations as follows: 

part 39—airworthiness 
directives 

1. The authority citation for part 39 
continues to read as follows: 

Authority: 49 U.S.C. 1354(a), 1421 and 1423; 
49 U.S.C. 106(g); and 14 CFR 11.89. 

{30.13 (Amended) 

2. Section 39.13 is amended by adding 
the following new airworthiness 
directive: 

Fokken Docket 92-NM-71-AD. 

Applicability: Model F-28 Mark 0100 series 
airplanes; serial numbers 11244 through 11287 
Inclusive. 11289.11291.11292.11293.11295. 
11299.11300.11303.11306.1130a and 11310; 
certificated in any category. 

Compliance: Required as indicated, unless 
accomplished previously. 

To prevent reduced structural capability of 
the wing and fuel leakage, accomplish the 
following: 

(a) Prior to the accumulation of 12.000 
landings, or %vithin 60 days after the effective 
date of this AD, whichever occurs later, 
reinforce the lower right-hand wing skin at 
the fueling adapter by Installing a new 
stringer and new internal and external 
doubler plates, in accordance with Fokker 
Service Bulletin SBFl00-57-008. dated 
November 1,1991. 

(b) An alternative method of compliance or 
adjustment of the compliance time, which 
provides an acceptable level of safety, may 
be used when approved by the Manager. 
Standardization Branch, ANM-113, FAA, 
Transport Airplane Directorate. The request 
shall be forwarded through an FAA Principal 
Maintenance Inspector, who may concur or 
comment and then send it to the Manager. 
Standardization Branch. ANM-113. 

Note: Information concerning the existence 
of approved alternative methods of 
compliance with this airworthiness directive, 
if any. may be obtained from the 
Standardization Branch, ANM-113. 

(c) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the airplane to a location where the 
requirements of this AD can be 
accomplished. 

Issued in Renton. Washington, on May 7, 
1992. 

Darrell M. Pederson, 

Acting Manager, Transport Airplane 
Directorate, Aircraft Certification Service. 

[FR Doc. 92-13047 Filed 6-3-02; 8:45 am) 
BILUNQ COOf 4S10>1S^ 


14 CFR Part 39 
(Docket No. 91-NM-222-AD) 

Airworthiness Directives; McDonnell 
Douglas Model DC-10 and KC-10A 
(Military) Series Airplanes 

agency: Federal Aviation 
Administration, DOT. 


action: Supplemental notice of 
proposed rulemaking: reopening of 
comment period. 

summary: This notice revises an earlier 
proposed airworthiness directive (AD), 
applicable to McDonnell Douglas Model 
DG-10 and KC-lOA (military) series 
airplanes, that would have reduced the 
repetitive inspection intervals for 
repaired spar caps and upper rear skin 
panels, and would have expanded the 
inspection area. That proposal was 
prompted by service experience and 
additional data presented by the 
manufacturer that indicated that such 
actions are necessary to ensure the 
continued airworthiness of these 
airplanes. This action revises the 
proposed rule by reducing the 
compliance time for the initial 
inspection of the expanded area, and by 
providing an alternative method of 
inspection. The actions specified by this 
proposed AD are intended to prevent 
loss of the fail'Safe capability of the 
horizontal stabilizer. 
dates: Comments must be received by 
July 8.1992. 

ADDRESSES: Submit comments in 
triplicate to the Federal Aviation 
Administration (FAA), Transport 
Airplane Directorate, ANM-103, 
Attention: Rules Docket No. 91-NM- 
222-AD. 1601 Lind Avenue SW.. Renton, 
Washington 98055-4056. Comments may 
be inspected at this location between 9 
a.m. and 3 p.m., Monday through Friday, 
except Federal holidays. 

The service information referenced in 
the proposed rule may be obtained from 
McDonnell Douglas Corporation, P.O. 
Box 1771, Long Beach, California 90846- 
0001, Attention: Business Unit Manager, 
Technical Publications—^Technical 
Administrative Support, C1-L5B. This 
information may be examined at the 
FAA. Transport Airplane Directorate, 
1601 Lind Avenue SW., Renton, 
Washington. 

FOR FURTHER INFORMATION CONTACT: 

Ms. Maureen Moreland, Aerospace 
Engineer, Los Angeles Aircraft 
Certification Office, ANM-121L, FAA, 
Transport Airplane Directorate, 3229 
East Spring Street. Long Beach, 
California 90806-2425; telephone (310) 
988-5238; fax (310) 988-5210. 
SUPPLEMENTARY INFORMATION: 

Comments Invited 

Interested persons are invited to 
participate in the making of the 
proposed rule by submitting such 
written data, views, or arguments as 
they may desire. Communications shall 
identify the Rules Docket number and 
be submitted in triplicate to the address 


specified above. All communications 
received on or before the closing date 
for comments, specified above, will be 
considered before taking action on the 
proposed rule. The proposals contained 
in this notice may be changed in light of 
the comments received. 

Comments are specifically invited on 
the overall regulatory, economic, 
environmental, and energy aspects of 
the proposed rule. All comments 
submitted will be available, both before 
and after the closing date for comments, 
in the Rules Docket for examination by 
interested persons. A report 
summarizing each FAA-public contact 
concerned with the substance of this 
proposal will be filed in the Rules 
Do^et. 

Commenters wishing the FAA to 
acknowledge receipt of their comments 
submitted in response to this notice 
must submit a self-addressed, stamped 
postcard on which the following 
statement is made: '^Comments to 
Docket Number 91-NM-222-AD.’’ The 
postcard will be date stamped and 
returned to the commenter. 

AvailabiUtyofNPRMs 

Any person may obtain a copy of this 
NPRM by submitting a request to the 
FAA, Transport Airplane Directorate, 
ANM-103. Attention: Rules Docket No. 
91-NM-222-AD, 1601 Lind Avenue SW., 
Renton. Washington 98055-4056. 

Discussion 

A proposal to amend part 39 of the 
Federal Aviation Regulations to add an 
airworthiness directive (AD), applicable 
to McDonnell Douglas Model DC-10 and 
KC-lOA (Military) series airplanes, was 
published as a notice of proposed 
rulemaking (NPRM) in the Federal 
Register on January 8,1992 (57 FR 656). 
That NPRM would have superseded AD 
87-06-53 R2, Amendment 39-6149 (54 FR 
8527, March 1.1989), to reduce the 
repetitive inspection interval for cracked 
spar caps from 2,000 landings to 500 
landings, and would have required an 
80-flight hour inspection interval for 
8top>drilled cracks in the skin panels. 
That NPRM was prompted by reports 
indicating that fatigue cracks that were 
previously blended out in the barrel nut 
holes of the spar cap have cracked 
beyond the established limits. The 
cracking occurred prior to the 2.000- 
landing inspection interval required by 
the existing AD. The manufacturer has 
furnished data to substantiate that the 
stop-drilling of cracks that are within 
specified limits on the skin panels is an 
acceptable procedure for addressing this 
cracking problem, provided that the area 
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is repetitively inspected at reduced 
inspection intervals. 

The proposed rule also would have 
required an initial inspection of the 
inboard-most end of the horizontal 
stabilizer rear upper spar cap vertical 
tang, in accordance with the •'bolt hole** 
method, stress coining of the vertical 
tang attachment holes, and repetitive 
inspections of the vertical tang in 
accordance with the ‘‘surface probe** 
method at intervals not to exceed 3,500 
landings. That action was prompted by 
reports of four instances of fatigue 
cracking found in the inboard-most end 
of the horizontal stabilizer rear spar 
upper cap vertical tang. Such cracking, if 
not corrected, could result in the loss of 
the fail-safe capability of the horizontal 
stabilizer. 

Since the issuance of that NPRM, the 
FAA has determined (based on 
comments received from operators and 
additional technical discussions %vith 
the manufacturer) that the option to use 
the “surface probe*’ method for the 
initial eddy current inspection of the 
vertical tang, as an alternative to the 
“bolt hole*' inspection method, provides 
an acceptable level of safety. 

Conducting the eddy current inspection 
of the vertical tang using the “bolt hole" 
inspection method takes significantly 
more work hours than the “surface 
probe" inspection method. This is due to 
the complexity of gaining access to the 
interior of the horizontal stabilizer that 
is required in order to conduct the 
inspection using the “bolt hole" 
inspection method. Both the “surface 
probe" and the “bolt hole" inspection 
methods are described in McDonnell 
Douglas Service Bulletin A55-18. 
Revision 4. dated September 10,1991. 
The proposal has been revised to 
provide an option to use the “surface 
probe" inspection method for the initial 
inspection of the vertical tang. 

The FAA has also determined that in 
order to ensure the structural integrity of 
the horizontal stabilizer rear upper spar 
cap. the initial eddy current inspection 
of the vertical tang must be expedited. A 
90-day compliance time for the initial 
eddy current inspection has been 
established and paragraph (e) of the 
proposal has been changed accordingly. 
This proposed compliance time was 
established in order to determine the 
status of the vertical tang on all affected 
airplanes within the same set time 
frame. Since the option to use the 
“surface probe" method for the initial 
inspection has been added, the 90-day 
compliance time should provide enough 
time for operators to schedule the 
required inspections and modifications. 


while providing an acceptable level of 
safety. 

Since these changes expand the scope 
of the originally proposed rule, the FAA 
has determined that it is necessary to 
reopen the comment period to provide 
additional opportunity for public 
comment 

There are approximately 423 Model 
DG-10 series airplanes of the ejected 
design in the worldwide fleet. The FAA 
estimates that 153 airplanes of U.S. 
registry would be affected by this 
proposed AD. that it would take 
approximately 25 work hours per 
airplane to accomplish the proposed 
actions, and that the average labor rate 
is $55 per work hour. Based on these 
figures, the total cost impact of the 
proposed AD on U.S. operators is 
estimated to be $210,375 or $1,375 per 
airplane. 

The regulations proposed herein 
would not have substantial direct effects 
on the States, on the relationship 
between the national government and 
the States, or on the distribution of 
power and responsibilities among the 
various levels of government. Therefore, 
in accordance with Executive Order 
12612. it is determined that this proposal 
would not have sufficient federalism 
implications to warrant the preparation 
of a Federalism Assessment. 

For the reasons discussed above, 1 
certify that this proposed regulation (1) 
is not a “major rule" under Executive 
Order 12291; (2) is not a “significant 
rule" under the DOT Regulatory Policies 
and Procedures (44 FR 11034. February 
26.1979); and (3) if promulgated, will not 
have a significant economic impact, 
positive or negative, on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act. 
A copy of the draft regulatory 
evaluation prepared for this action is 
contained in the Rules Docket. A copy of 
it may be obtained by contacting the 
Rules Docket at the location provided 
under the caption "AODRES8ES." 

List of Subjects in 14 CFR Part 39 

Air transportation. Aircraft. Aviation 
safety. Safety. 

The Proposed Amendment 

Accordingly, pursuant to the authority 
delegated to me by the Administrator, 
the Federal Aviation Administration 
proposes to amend 14 CFR part 39 of the 
Federal Aviation Regulations as follows: 

PART 39—AIRWORTHINESS 
DIRECTIVES 

1. The authority citation for part 39 
continues to read as follows: 


Authority: 49 U.S.C 1354(a), 1421 and 1423; 
49 U.S.C. 106(g): and 14 CFR 11.89. 

{39.13 (Amended] 

2. Section 39.13 is amended by adding 
the following new airworthiness 
directive: 

McDonnell Douglas: Docket 91-NM-222-AD. 

Applicability: Model DC-10 and KC-lOA 
(military) series airplanes, certificated in any 
category. 

Compliance: Required as indicated, unless 
accomplished previously. 

To prevent failure of the horizontal 
stabilizer rear upper spar cap and/or upper 
rear skin panel due to fatigue cracking, 
accomplish the following: 

(a) Prior to the accumulation of 30.000 flight 
hours or 7.500 landings, whichever occurs 
earlier, or within 15 days after August 14. 
1987 (the effective date of AD 87-06-53 Rl. 
Amendment 39-5694). whichever occurs later, 
unless already accomplished within the last 
120 days since August 14.1987. conduct a dye 
penetrant or eddy current inspection of the 
horizontal stabilizer upper outer section rear 
spar cap and a visual inspection of the 
horizontal stabilizer upper outer rear skin 
panel, in accordance with the 
‘'Accomplishment Instructions" of McDonnell 
Douglas Alert Service Bulletin A55-18, dated 
March 23,1987; or Revision 1, dated May 21. 
1987; or Revision 2, dated February 8.1988: or 
Revision 3, dated August 17,1990; or Revision 
4, dated September 10,1991. 

(b) Prior to the accumulation of 2.000 
landings after accomplishing the inspections 
required by paragraph (a) of this AD. or 
within 100 landings after March 27.1989 (the 
effective dale of AD 87-06-53 R2, 

Amendment 39-6149). whichever occurs later, 
and thereafter at intervals not to exceed ZOOQ 
landings, except as provided below, repeat 
the dye penetrant or eddy current Inspection 
required by paragraph (a) of this AD. 

(c) If the spar cap has been repaired by 
removing/blending out a crack in accordance 
with the method described in McDonnell 
Douglas Service Bulletin A55-18. Revision 4. 
dated September 10,1991 (hereafter, referred 
to as the "Service Bulletin"), repeat the dye 
penetrant or eddy current inspection of the 
spar required by paragraph (a) of this AD 
prior to the accumulation of 500 landings 
after the effective date of this amendment, or 
within 2.000 landings after the last inspection, 
whichever occurs first. Thereafter, repeat the 
dye penetrant or eddy current inspection at 
intervals not to exceed 500 landings. 

(d) If the skin panel has been repaired by 
stop drilling a crack in accordance with the 
method described in the Service Bulletin, 
repeat the visual inspection of the skin panel 
required by paragraph (a) of this AD prior to 
the accumulation of 80 flight hours after the 
effective date of this AD. and thereafter at 
intervals not to exceed 80 flight hours. 

(e) Within 00 days after the effective date 
of this AD. conduct an eddy current 
inspection of the inboard-most end of the 
horizontal stabilizer rear spar cap upper 
vertical tang at station XRS-63.810. in 
accordance with either the "boll hole" or 
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"surface probe” method as described In the 
Service Bulletin. 

(1) If the "surface probe” method is used, 
and no cracks are found, prior to the 
accumulation of 2.000 landings after the 
inspection, inspect the vertical tang in 
accordance with the "bolt hole” method 
described In the Service Bulletin. If no cracks 
are found as a result of the "bolt hole” 
method, prior to further flight, stress coin the 
attachment holes and install oversize 
attachments. Thereafter, at intervals not to 
exceed 3,500 landings, conduct an eddy 
current inspection utilizing the "surface 
probe” method, in accordance with the 
Service Bulletin. 

(2) If the "bolt hole" method is used, and no 
cracks are found, prior to further flight, stress 
coin the attachment holes and install oversize 
attachments. Thereafter, at intervals not to 
exceed 3,500 landings, conduct an eddy 
current inspection utilizing the "surface 
probe” method, in accordance with the 
Service Bulletin. 

(f) If any crack is found as a result of the 
inspections required by this AD. that is 
within the limits specified in the Service 
Bulletin, accomplish the procedures specified 
in paragraph (0(1), (0(2). or (0(3) of tliis AD. 
as applicable: 

(1) For cracks in the spar cap that are 
within the limits specified in Table 1 of the 
Service Bulletin: Repair prior to further flight, 
in accordance with paragraph 4.(b) of the 
Service Bulletin. 

(2) For cracks in the skin panel that are 
within the limits specified in Table 11 of the 
Service Bulletin: Repair prior to further flight, 
in accordance with paragraph 4.(c) of the 
Service Bulletin. 

(3) For cracks in the vertical tang that are 
within the limits specified in paragraphs 
4,3(a)(l), 4.3(a)(2) and 4.3(b) of the Service 
Bulletin: Repair prior to further flight, in 
accordance with 4.3(b) of the Service Bulletin. 

(g) If any crack is found as a result of the 
inspections required by this AD that exceed 
the limits specified in the Service Bulletin, 
prior to further flight, repair in a manner 
approved by the Manager. Los Angeles 
Aircraft Certification Office. FAA, Transport 
Airplane Directorate. 

(h) An alternative method of compliance or 
adjustment of the compliance time, which 
provides an acceptable level of safety, may 
be used when approved by the Manager. Los 
Angeles Aircraft Certification Office (ACO). 
FAA, Transport Airplane Directorate. The 
request shall be forwarded through an FAA 
Principal Maintenance Inspector, who may 
concur or comment and then send it to the 
Manager, Los Angeles ACO. 

(i) Special flight permits may be issued in 
accordance with FAR 21.197 and 21.199 to 
operate the airplane to a location where the 
requirements of this AD can be 
accomplished. 

Issued in Renton. Washington, on May 4. 
1992. 

Darrell M, Pederson, 

Acting Manager, Transport Airplane 
Directorate, Aircraft Certification Service. 

|FR Doc. 92-13051 Filed 6-3-92; 8:45 am) 

Btumo cooe 4 Sio-i3-m 


Office of the Secretary 
14 CFR Part 382 

Workshop on Lift Boarding Devices 
for Small Aircraft 

agency: Department of Transportation 
(DOT). Office of the Secretary. 
action: Schedule of workshop meeting. 

summary: The Department of 
Transportation gives notice, as required 
by the Federal Advisory Committee Act 
(Pub. L 92-463), of the time and location 
of meeting of a workshop on Lift 
Boarding Devices for Small (Commuter) 
Aircraft. 

DATES: Meeting of the workshop is 
scheduled for Wednesday, June 24, and 
Thursday, June 25.1992. 
addresses: The workshop meeting will 
be held in Conference Rooms 8334 and 
6244, respectively, of the Department of 
Transportation (Nassif Building) 400 7th 
Street. SW.. Washington. DC. 

FOR FURTHER INFORMATION CONTACT: 

Donald R. Trilling, Director. Office of 
Transportation Regulatory Affairs. 
Department of Transportation. 400 7th 
Street. SW„ Washington, DC 2059a 
telephone (202) 366-4220. 
or 

Ira Laster )r.. Senior Program Coordinator, 
Department of Transportation, Office of 
Tranportation Regulatory Affairs, 400 7th 
Street, SW. Washington. DC 20590, 
Telephone (202) 366-4859. 

SUPPLEMENTARY INFORMATION: The 
purpose of the workshop is to provide 
information to the Department on the 
present status of the technology, safety, 
costs, and availability of lifts for small 
aircraft. Such lifts would facilitate the 
boarding of disabled passengers. We 
also will explore a number of issues 
concerning the need for standards, who 
should pay for lifts and alternative 
funding sources. With the information 
received, we hope to determine whether 
and when to mandate lift use through 
amendment of DOTs Air Carrier Access 
Act (ACAA) rule. 

Background 

Concurrent with the March 1990 
publication of DOTs ACAA rule, the 
Department issued an Advanced Notice 
of Proposed Rulemaking seeking 
information on whether a suitable lift 
passenger boarding device exists to 
serve relevant small (less than 30 seats) 
aircraft in a safe, efficient manner at 
reasonable costs. We received some 
comments, but not enough definitive 
data on the workability, safety, costs 
and availability of lifts to undertake a 
formal rulemaldng. 


In the ensuing two years, DOT 
headquarters and Federal Aviation 
Administration (FAA) staff have 
participated with staff of the Paralyzed 
Veterans of America. Regional Airline 
Association (RAA), individual airlines 
and lift manufacturers in discussions 
and demonstrations to become 
acquainted with various types of lifts 
and their suitability for use on different 
models of small aircraft. At the same 
time, a number of small carriers and lift 
manufacturers have been engaged in 
ongoing testing of lift prototypes at 
various airports. 

To date, however, it appears only a 
few investigating carriers or airports 
fmd the lifts capable of meeting ail their 
requirements, with respect to flexibility, 
maintainability, and accommodation of 
the tight physical requirements of small 
aircraft. We understand, however, that 
all parties have been working together 
to resolve many of these problems and 
that at least one carrier, Americn Eagle, 
has been especially active in this regard. 

The Department is conducting this 
workshop to exchange information on 
these issues, to put all parties on 
common ground as to today's state of 
the art in lift development, and to 
provide a factual basis for follow-on 
rulemaking to the Air Carrier Access 
Act rules. 

Persons who might wish to participate 
should be aware that the conference 
facilities are small and have limited 
seating capacity. 

Jeffrey N. Shane, 

Assistant Secretary for Policy and 
International A ffairs. 

|FR Doc. 92-13006 Filed 6^3-92; 8:45 am] 
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DEPARTMENT OF HEALTH AND 
HUMAN SERVICES 

Food and Drug Administration 

21 CFR Part 146 

[Docket No. 91fM)1»5) 

Orange Juice Products; Proposed 
Amendment of the Standards of 
Identity 

agency: Food and Drug Administration, 
HHS. 

action: Proposed rule. 

summary: The Food and Drug 
Administration (FDA) is proposing to 
amend the standards of identity for 
orange Juice products in 21 CFR Part 146 
to allow the inclusion of juice from the 
hybrid species 1/2 Citrus sinensis (C. 
sinensis) X 3/8 Citrus reticulata (C. 
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reticulata) X ijB (Citrus paradisi (C. 
paradisi) (commonly referred to by the 
varietal name of ‘‘Ambersweet’*) into all 
orange juice products in the same 
manner as is juice from oranges of the 
species C. sinensis. The proposal is 
based on a joint petition by industry and 
State government agencies. This action 
will permit greater flexibility in the 
manufactiuing of orange juice products 
and will promote honesty and fair 
dealing in the interest of consumers. 
DATES: Written comments by August 3, 
1992. The agency proposes that any final 
rule that may be issued based upon this 
proposal shall become effective 60 days 
after date of publication of the final rule 
in the Federal Register. 

ADDRESSES: Written comments to the 
Dockets Management Branch (HFA- 
305). Food and Drug Administration, rm. 
1-23.12420 Parklawn Dr.. Rockville. MD 
20857. 

FOR FURTHER INFORMATION CONTACT: 

James F* Lin. Center for Food Safety and 
Applied Nutrition (HFF-414), Food and 
Drug Administration. 200 C Street, SW., 
Washington, DC 20204. 202-485-0122. 
SUPPLEMENTARY INFORMATION: The 
Florida Department of Citrus. Florida 
Department of Agriculture and 
Consumer Services. Florida Citrus 
Mutual. Florida Citrus Processors 
Association. Florida Citrus Packers. 
Indian River Citrus League. Gulf Citrus 
Growers Association. Inc., Citrus 
Grower Associates. Inc., National Juice 
Products Association, and Florida Farm 
Bureau have filed jointly a food 
standards petition dated May 13,1991. 
The petitioners requested that FDA 
amend the U.S. standards of identity for 
orange juice (21 CFR 146.135). 
pasteurized orange juice (21 CFR 

146.140) , canned orange juice (21 CFR 

146.141) , frozen concentrated orange 
juice (21 CFR 146.146), and orange juice 
for manufacturing (21 CFR 146.151). to 
allow the inclusion of juice from the 
Ambersweet orange hybrid into all 
orange juice products in the same 
manner as is juice from oranges of the 
species C. sinensis. The standards of 
identity for frozen orange juice (21 CFR 
146.137), orange juice from concentrate 
(21 CFR 146.145). reduced acid frozen 
concentrated orange juice (21 CFR 
146.148), canned concentrated orange 
juice (21 CFR 146.150), orange juice with 
preservative (21 CFR 146.152), 
concentrated orange juice for 
manufacturing [21 CFR 146.153), and 
concentrated orange juice with 
preservative (21 CFR 146.154) cross- 
reference 21 CFR 146.135,146.146, and 
146.151. To the extent that these 
standards are modified by amendments 
to the standards that they cross¬ 


reference, the petitioners requested that 
these standards also be modified. 

I. Statement of Grounds 

The “Ambersweet” orange is an early 
maturing, cold-resistant hybrid 
developed and recently released by the 
United States Department of Agriculture 
(USDA). Ambersweet fruits are 7.62 to 
10.16 centimeters (3 to 4 inches) in 
diameter, round in shape, and 
occasionally have a small navel. They 
resemble navel oranges more than other 
orange varieties. This particular hybrid 
is composed of 1/2 C. sinensis X 3/8 C. 
reticulata X 1/8 C. paradisi. It is widely 
regarded as the most outstanding 
variety of orange to result from a 25- 
year USDA breeding program aimed at 
developing cold-resistant trees with 
deeper colored fhiit and juice with 
consistent high-quality taste (ref. 1). 

The petitioners contended that 
authorization for the use of Ambersweet 
orange juice products would have the 
advantage of providing consumers with 
high quality, good tasting orange juice at 
a lower price. The petitioners asserted 
that inclusion of this early maturing 
domestic orange in orange juice 
products in the same manner as oranges 
of the species C. sinensis (the only 
species permitted by the U.S. standard 
of identity for orange juice (§ 146.135) 
and the primary species authorized for 
all other standardized orange juice 
products) would: (1) Lower the cost of 
blending orange varieties by adding an 
early maturing domestic orange instead 
of continuing industry reliance on more 
expensive off-season imported oranges 
obtained from the species C. sinensis: 

(2) reduce grower vulnerability to 
damaging freezes: (3) reduce interseason 
storage requirements, and (4) make it 
commercially feasible to propagate the 
Ambersweet variety in the U.S. The 
petitioners stated that these cost-saving 
measures would provide economic 
benefits for both citrus producers and 
processors, as well as for consumers of 
processed citrus products. 

II. The Proposal 

The U.S. standard of identity for 
orange juice (21 CFR 146.135) defines 
orange juice as “the unfermented juice 
obtained from mature oranges of the 
species C. sinensis. ” The addition of 
juice of other species of oranges and 
their hybrids is not permitted, nor is 
such addition permitted by the U.S. 
standard of identity for frozen orange 
juice (§ 146.137), which cross-references 
§ 146.135. 

The juice of two other species of 
oranges are permitted, with certain 
specified limitations, for other orange 
juice products for which FDA has 


established standards of identity. Up to 
10 percent of the juice from mature 
oranges of the species C. reticulata and 
their hybrids may be added to 
pasteurized orange juice ({ 146.140), 
canned orange juice ($ 146.141), orange 
juice for manufacturing (§ 146.151). and. 
by cross-reference, orange juice with 
preservative (§ 146.152). 

Up to 10 percent of the juice from 
oranges of the species C. reticulata and 
their hybrids and up to 5 percent of the 
juice from oranges of the species Citrus 
aurantium may be added to frozen 
concentrated orange juice (S 146.146) 
and, by cross-reference, orange juice 
from concentrate (§ 146.145), reduced 
acid frozen concentrated orange juice 
(§ 146.148), canned concentrated orange 
juice (§ 146.150), concentrated orange 
juice for manufacturing (5 146.153), and 
concentrated orange juice with 
preservative ($146,154). 

The petitioners have requested that 
FDA amend all of the orange juice 
standards of identity in 21 CFR part 146 
to allow for the inclusion of juice from 
the species 1/2 C. sinensis X 3/8 C. 
reticulata X 1/8 C. paradisi (commonly 
referred to by the varietal name 
“Ambersweet”) in all orange juice 
products in the same manner as juice 
from oranges of the species C. sinensis. 
Specifically, the petitioners have 
requested that FDA amend the standard 
of identity for orange juice ($ 146.135) by 
adding the phrase “and of the hybrid 
species described as 1/2 C. sinensis X 
3/8 C. reticulata X 1/8 C. paradisi*" io 
the end of the first sentence of 
paragraph (a) ($ 146.135(a)). 

To make this proposed amendment 
applicable to pasteurized orange juice 
(§ 146.140), canned orange juice 
($ 146.141), and orange juice for 
manufacturing ($ 146.151), the 
petitioners requested that the standards 
of identity for these products be 
amended by adding the phrase “(except 
that this limitation shall not apply to the 
hybrid species described in $ 146.135)“ 
to the end of the first sentence of 
paragraph (a) in $$ 146.140 and 146.141 
($$ 146.140(a) and 146.141(a)) and to the 
end of the second sentence of paragraph 
(a) in § 146.151 (§ 146.151(a)). The 
petitioners also requested that FDA 
amend the standard of identity for 
frozen concentrated orange juice 
(1146.146) by inserting the phrase 
“(except for the hybrid species 
described in $ 146.135)” in the second 
sentence of paragraph (a) as follows: 
“However, in the concentrated blend the 
volume of juice from C. reticulata 
(except for the hybrid species described 
in $ 146.135) shall not • * *” 

(§ 146.146(a)). 
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The petitioners noted that the U.S. 
standards of identity for frozen orange 
juice (S 146.137). orange juice hrom 
concentrate (§ 146.145), reduced acid 
frozen concentrated orange juice 
(S 146.146). canned concentrated orange 
juice (S 146.150), orange juice with 
preservative ({ 146.152), concentrated 
orange juice for manufacturing 
(§ 146.153), and concentrated orange 
juice with preservative (i 146.154) cross' 
reference SS 146.135,14ai46, and 
146.151 and would be amended by the 
changes to those sections. FDA concurs 
that the standards would be amended 
similarly by the cross-reference. 

In support of their petition, the 
petitioners submitted several references, 
including information on a number of 
taste-test studies. One such study was a 
double blind, side-by-side USDA 
comparison study in which juice 
samples containing no Ambersweet 
juice, 50 percent Ambersweet juice, and 
100 percent Ambersweet juice were 
graded by experienced USDA 
inspectors. All samples were scored as 
having “very good** flavor, surpassing 
the minimum USDA Grade A flavor 
requirements for orange juice (ref. 2). 

The flavor chemistry profiles of juice 
products obtained from Ambersweet 
were analyzed and compared to the 
profiles of similar juice products from 
tangerine (C reUcuJata)^ grapefruit (C 
paradisi], and other orange (C. sinensis) 
varieties. The results showed that the 
flavor composition and profiles of juice 
from Ambersweet oranges are very 
similar to those of orange juice from C. 
sinensis but are different from those of 
juice from C. reticulata, other C. 
reticulata hybrids, and C. parodisi (ref. 
3). 

The petitioners also noted that 
additional studies on yield, Brix-acid 
ratio, color, flavor, and concentration 
characteristics of Ambersweet juice 
demonstrated that Ambersweet oranges 
produce good tasting orange juice with 
good color early in the season (ref. 4). 
Based on several years of studies on the 
characteristics of Ambersweet fruit and 
its processed juice, the Florida 
Department of Citrus adopted a 
relation, effective August 1990, 
naming the Ambersweet orange and 
classifying Ambersweet as an orange for 
purposes of determining maturity under 
state maturity laws (Florida 
Administration Code (1990) § 20-13.011). 

FDA believes that the petitioners have 
provided sufficient grounds to warrant 
issuance of a proposal to amend the 
orange juice product standards in 21 
CFR part 146 to provide for an 
additional orange hybrid, 

“Ambersweet** that is to be used in 
unlimited amounts in these juice 


products. The agency requests 
comments from processors and 
consumers who have had experience 
with this new hybrid. In particular, the 
agency requests comments from the 
public on its acceptance as an orange 
juice beverage product. 

In the interest of increased flexibility 
in the orange juice standards, FDA 
requests comments on these 
amendments as well as on other 
changes that would provide processors 
with lower cost alternatives but that 
would be in the interest of consumers. 
FDA questions whether at this time 
there are other orange hybrids that 
would be suitable for use without 
limitations in orange juice products as 
the petitioners claim for the 
Ambersweet hybrid. FDA points out that 
any suggested modiflcations for 
increased flexibility in the standards 
should not result in products that could 
be misleading, deceptive, or not 
otherwise in the interest of consumers. 
FDA believes that consumers 
purchasing orange juice labeled in 
accordance with the orange juice 
standards of identity expect, and should 
receive, certain typical organoleptic 
characteristics in these foods. Thus, 
careful consideration should be given to 
the use of new ingredients or juice from 
sources that could change the properties 
of the food. Suggestions for increased 
flexibility in the standards should be 
supported, where possible, with data on 
the need for the changes and on the 
anticipated effects on the food and on 
consumer acceptance of the products so 
modifled. 

Based on the information presented 
by the petitioners, FDA tentatively 
concludes that amending the standards 
of identity for orange juice products as 
set forth below to provide for the use of 
juice from the hybrid species H C. 
sinensis X % C. reticulata X % C. 
paradisi on the same basis as that of 
oranges of the species C. sinensis will 
provide consumers with orange juice 
products at lower cost, with no 
denigration of orange juice flavor, and 
that these amendments will promote 
.honesty and fair dealing in the interest 
of consumers. 

Therefore, the agency is proposing to 
amend the U.S. stand ards of identity for 
orange juice (21 CFR 146.135), 
pasteurized orange juice (21 CFR 

146.140) , canned orange juice (21 CFR 

146.141] , frozen concentrated orange 
juice (21 CFR 146.146), and orange juice 
for manufacturing (21 CFR 146.151) and, 
by cross reference, the standards of 
identity for frozen orange juice (21 CFR 
146.137), orange juice from concentrate 
(21 CFR 146.145), reduced acid frozen 
concentrated orange juice (21 CFR 


146.148), canned concentrated orange 
juice (21 CFR 146.150), orange juice with 
preservative (21 CFR 146.152), 
concentrated orange juice for 
manufacturing (21 CFR 146.153), and 
concentrated orange juice with 
preservative (21 CFR 146.154), to include 
juice from the hybrid species described 
as C. sinensis X % C. reticulata X 
C. paradisi in the same manner as the 
juice from oranges of the species C. 
sinensis, i.e., without limits on the 
amount of juice from the hybrid which 
may be used in the final product 

^nor editorial changes in reference 
to C. reticulata hybrids have been made 
for clarity in the revised standards set 
out below. 

in. Economic Impact 

FDA has examined the economic 
implications of the proposed rule to 
amend certain standards of identity for 
orange juice products in 21 CFR part 146 
as required by Executive Orders 12291 
and 12612, and by the Regulatory 
Flexibility Act (Pub. L. 96-354). 

Executive Order 12291 compels Federal 
agencies to use cost-benefit analysis as 
a component of decisionmaking, and 
Executive Order 12612 requires that 
Federal agencies ensure t^t Federal 
solutions, rather than State or local 
solutions, are necessary. The Regulatory 
Flexibility Act requires regulatory relief 
for small businesses where feasible. The 
agency finds that this proposed rule is 
not a major rule as defmed by Executive 
Order 12291. In accordance with the 
Regulatory Flexibility Act FDA has also 
determine that this proposed rule will 
not have a significant adverse impact on 
a substantial number of small 
businesses. Finally, because this 
regulation applies to food for interstate 
trade, and individual state regulations 
could hinder interstate trade, FDA fmds 
that there is no substantial Federalism 
issue that would require an analysis 
under Executive Order 12612. 

Options associated with the petition 
include; (1) Not amending the standards 
to provide for the Ambersweet hybrid, 

(2) amending the standards to include 
only the requested change, or (3) 
amending the standards to provide for 
any orange hybrid that falls within 
specifred guidelines. 

The cost of failing to amend these 
standards, option (1), is reduced variety 
in orange juice products that would be 
available to consumers. 

The benefit of amending these 
standards, option (2), will be to allow for 
increased variety in orange juice 
products for consumers. The marginal 
costs of amending the standards for only 
the requested change is the opportunity 
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cost of not allowing them to be more 
flexible for future technological changes. 

The benefits of option (3) would be to 
allow firms to market such products 
without amending the food standards 
through informal rulemaking. This could 
ultimately promote innovation in the 
quality of products and lower 
production costs. On the other hand, the 
agency is also concerned about 
increased transactions costs (costs of 
using the market) if products marketed 
under the term “orange juice** are made 
with other juices. To the extent hybirds 
and other juices become far removed 
from *'trachtionar* orange juice, the term 
“orange juice** will convey less 
information as an aid to selection of a 
juice product. 

Additionally, FDA believes that the 
term “orange juice*’ conveys an 
extremely homogeneous meaning to 
consumers as to the contents of these 
products. Finally, before taking any 
action like option (3), FDA would have 
to ensure that such action would 
promote honesty and fair dealing in the 
interests of consumers. 

Although FDA would like to provide 
for future technological change in the 
manufacture of orange juice (without 
technical amendments to the standard], 
FDA is not aware of any new hybrids 
under development that could be used 
without limitations. Even if such 
developments were underway, FDA 
does not have sufficient information to 
provide boundaries for use of the term 
**orange juice** that would encompass all 
future technological development. 
Finally, it should be noted that 
manufacturers are currently able to sell 
any blend of citrus juice products, 
provided they are appropriately labeled. 
Thus, FDA has not chosen option (3), 
providing for any orange hybird without 
limitations. However. FDA specifically 
requests comments on these options. 

IV. Environmental Impact 

The agency has determined under 21 
CFR 25.24(b)(1) that this action is of a 
type that does not individually or 
cumulatively have a significant e^ect on 
the human environment. Therefore, 
neither an environmental assessment 
nor an environmental impact statement 
is required. 

V. Request for Comments 

Interested persons may, on or before 
August 3.1992 submit to the Dockets 
Management Branch (address above) 
written comments regarding this 
proposal. Two copies of any comments 
are to be submitted, except that 
individuals may submit one copy. 
Comments are to be identified with the 
docket number found in brackets in the 


heading of this document. Received 
comments may be seen in the Dockets 
Management Branch between 9 a.m. and 
4 p.m., Monday through Friday. 

VI. References 

The following information has been 
placed on display in the Dockets 
Management Branch (address above) 
and may be seen by interested persons 
between 9 a.m. and 4 p.m. Monday 
through Friday. 

1. Hearn. C.J.. “Yield and Fruit Quality of 
Ambersweel Orange Hybrid on Different 
Rootstocks,'* proceedings of the Florida State 
Horticultural Society. 102:75-78,1989. 

2. Carter. R.D.. “USDA Ambersweet Flavor 
Comparison Tests," unpublished report, 
Florida Department of Citrus. Lake Alfred. 
FL.1991. 

3. Moshonas, M.G., P.E. Shaw, and R.D. 
Carter. "The Ambersweet Orange Hybrid: 
Compositional Evidence for Variety 
Classification." journal of Agricultural and 
Food Chemistry. 39:1416-1421.1991. 

4. Barros, S.M.. R.D. Carter, and C.). Hearn, 
“Ambersweet Orange—Processed juice 
Quality Characteristics." proceedings of the 
Florida State Horticultural Society. 103:269- 
272.1990. 

5. Barrett. H.C. and A.M. Rhodes. "A 
Numerical Taxonomic Study of Affinity 
Relationships in Cultivated Citrus and Its 
Close Relatives," Systematic Botany. 1:105- 
136,1976. 

6. Telephone conversation between Kristen 
Chadwell. Department of Citrus, Florida and 
Richard A. Williams. Jr., Center for Food 
Safety and Applied Nutrition. FDA, February 
13.1992. 

List of Subjects in 21 CFR Part 146 

Food grades and standards. Fruit 
juices. 

Therefore, under the Federal Food, 
Drug, and Cosmetic Act, and under the 
authority delegated to the Commissioner 
of Food and Drugs and redelegated to 
the Director, Center for Food Safety and 
Applied Nutrition, it is proposed that 21 
CFR Part 146 be amended as follows: 

PART 146--CANNED FRUIT JUICES 

1. The authority citation for 21 CFR 
Part 146 continues to read as follows: 

Authority: Secs. 201. 401. 403. 409, 701. 706 
of the Federal Food. Drug, and Cosmetic Act • 
(21 U.S.C. 321. 341. 343. 348. 371, 376). 

2. Section 146.135 is amended by 
revising paragraph (a) to read as 
follows: 

§ 146.135 Orange Juice. 

(a) Orange juice is the unfermented 
juice obtained from mature oranges of 
the species Citrus sinensis and of the 
hybrid species described as Vi Citrus " 
sinensis X % Citrus reticulata X Vs 
Citrus paradisi. Seeds (except 
embryonic seeds and small fragments of 


seeds that cannot be separated by 
current good manufacturing practice) 
and excess pulp are removed. The juice 
may be chilled, but is is not frozen. 

* * * • « 

3. Section 146.140 is amended by 
revising the first sentence in paragraph 
(a) to read as follows: 

§ 146.140 Pasteurized orange Juice. 

(a) Pasteurized orange juice is the 
food prepared from unfermented juice 
obtained from mature oranges as 
specified in $ 146.135, to which may be 
added not more than 10 percent by 
volume of the unfermented juice 
obtained from mature oranges of the 
species Citrus reticulata or Citrus 
reticulata hybrids (except that this 
limitation shall not apply to the hybrid 
species described in § 146.135). * * * 

• * * • * 

4. Section 146.141 is amended by 
revising the first sentence in paragraph 
(a) to read as follows: 

S 146.141 Canned orange Juice. 

(a) Canned orange juice is the food 
prepared from orange juice as specified 
in § 146.135 or frozen orange juice as 
specified in § 146.137, or a combination 
of both, to which may bp added not 
more than 10 percent by volume of the 
unfermented juice obtained from mature 
oranges of the species Citrus reticulata 
or Citrus reticulata hybrids (except that 
this limitation shall not apply to the 

hybrid species described in § 146.135). 

* * « 

* * • * * 

5. Section 146.146 is amended by 
revising the first two sentences in 
paragraph (a) to read as follows: 

§ 146.146 Frozen concentrated orange 
Juice. 

(a) Frozen concentrated orange juice 
is the food prepared by removing water 
from the juice of mature oranges as 
provided in § 146.135, to which may be 
added unfermented juice obtained from 
mature oranges of the species Citrus 
reticulata, other Citrus reticulata 
hybrids, or of Citrus aurantium, or both. 
However in the unconcentrated blend, 
the volume of juice from Citrus 
reticulata or Citrus reticulata hybrids 
shall hot exceed 10 percent (except that 
this limitation shall not apply to the 
hybrid species described in § 146.135 
and from Citrus aurantium shall not 
exceed 5 percent. • • ♦ 

* « « * • 

6. Section 146.151 is amended by 
revising the second sentence in 
paragraph (a) to read as follows: 
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} 146.151 Orange )uice for manufacturing. 

(a) • • * It is prepared from 
unfermented juice obtained from 
oranges as provided in { 146.135, except 
that the oranges may deviate from the 
standards for maturity in that they are 
below the minimum for Brix and Brix- 
acid ratio for such oranges, and to which 
juice may be added not more than 10 
percent by volume of the unfermented 
juice obtained from oranges of the 
species Citrus reticulata or Citrus 
reticulata hybrids (except that this 
limitation shall not apply to the hybrid 
species described in $ 146.135). * • • 

• • * • * 

Dated: May 1.1992. 

Douglas L. Archer, 

A cling Director, Center for Food Safety and 
Applied Nutrition. 

[FR Doc. 92-13033 Filed 6-3-92; 8:45 am) 

BILUNG CODE 41S(H)1-M 


DEPARTMENT OF THE TREASURY 

Bureau of Alcohol, Tobacco and 
Firearms 

27 CFR Part 9 
[Notice No. 741] 

RIN 1512-AA07 

Spring Mountain Viticultural Area (91F- 
067P) 

agency: Bureau of Alcohol, Tobacco 
and Firearms (ATF). Treasury. 
action: Notice of proposed rulemaking. 

summary: The Bureau of Alcohol, 
Tobacco and Firearms (ATF) is 
considering the establishment of a 
viticultural area located in Napa 
County, California, to be known as 
“Spring Mountain." This proposal is the 
result of a petition filed on behalf of 
Marston Vineyards and York Creek 
Vineyards. 

ATF believes that the establishment 
of viticultural areas and the subsequent 
use of viticultural area names as 
appellations of origin in wine labeling 
and advertising allows wineries to 
designate the specific areas where the 
grapes used to make the wine were 
grown and enables consumers to better 
identify the wines they purchase. 

DATES: Written comments must be 
received by August 3,1992. 

ADDRESSES: Send written comments to: 
Chief, Wine and Beer Branch, Bureau of 
Alcohol, Tobacco and Firearms, P.O. 

Box 50221, Washington, DC 20091-0221, 
Attn: Notice No. 741, 
for further information contact: 
Marjorie D. Ruhf. Wine and Beer 


Branch, Bureau of Alcohol, Tobacco and 
Firearms, 650 Massachusetts Avenue 
NWh Washington, DC 20226 (202-927- 
8230). 

SUPPLEMENTARY INFORMATION: 
Background 

On August 23 and November 22,1978, 
ATF published Treasury Decision ATF- 
53 (43 FR 37672, 54624) revising 
regulations in 27 CFR Part 4. These 
regulations allow the establishment of 
definite American viticultural areas. The 
regulations also allow the name of an 
approved viticultural area to be used as 
an appellation of origin in the labeling 
and advertising of wine. 

On October 2,1979, ATF published 
Treasury Decision ATF-60 (44 FR 56692) 
which added a new part 9 to 27 CFR, 
providing for the listing of approved 
American viticultural areas. Section 
4.25(e)(1). title 27, CFR. defines an 
American viticultural area as a 
delimited grape-growing region 
distinguishable by geographical 
features, the boundaries of which have 
been delineated in subpart C of part 9. 
Section 4.25(e)(2) outlines the procedure 
for proposing an American viticultural 
area. Any interested person may 
petition ATF to establish a grape¬ 
growing region as a viticultural area. 

The petition should include: 

(a) Evidence that the name of the 
proposed viticultural area is locally 
and/or nationally known as referring to 
the area specified in the petition; 

(b) Historical or current evidence that 
the boundaries of the viticultural area 
are as specified in the petition; 

(c) Evidence relating to the 
geographical features (climate, soil, 
elevation, physical features, etc.) which 
distinguish the viticultural features of 
the proposed area from surrounding 
areas; 

(d) A description of the specific 
boundaries of the viticultural area, 
based on features which can be found 
on United States Geological Survey 
(U.S.G.S.) maps of the largest applicable 
scale; and 

(e) A copy of the appropriate U.S.G.S. 
map(8) with the boundaries prominently 
marked. 

PetitioD 

ATF has received a petition from 
Marston Vineyards and York Creek 
Vineyards proposing to establish a 
viticultural area in Napa County, 
California, to be known as "Spring 
Mountain." The proposed viticultural 
area is located within Napa Valley just 
west of St. Helena, on the eastern slope 
of the Mayacamus Mountains that 
separate Napa Valley from Sonoma 
Valley and the Santa Rosa Plain. 


The region is approximately 25 miles 
north of San Pablo Bay and 30 miles east 
of the Pacific Ocean. It contains 
approximately 8.600 acres, of which 
approximately 800 acres are planted to 
vineyards. The terrain in the proposed 
viticultural area consists primarily of 
east-facing slopes of varying steepness, 
ranging in elevation from 400 to 2,600 
feet. Thirteen wineries are currently 
active within the proposed viticultural 
area. 

Evidence of Name 

Evidence that the name of the 
proposed area is locally and/or 
nationally known as referring to the 
area specified in the petition includes: 

(a) Articles in the local newspaper, 
the St. Helena Star, as far back as 
December 1877. frequently made 
references to "Spring Mountain" and 
mentioned viticultural activities in the 
area. 

(b) In the Annual Report of State 
Viticultural Commissioners for 1887, on 
the page that listed varieties of grapes 
planted in Napa County, "Spring 
Mountain" was 1 of only 12 locations 
mentioned. 

(c) In California Place Names by 
Erwin G. Gudde, 3rd Ed. (University of 
California Press. 1969), Spring Mountain 
is described as a region filled with 
reservoirs which supplied water to the 
town of St. Helena from 1878 to the 
1920*8. Further, "Spring Mountain" was 
the name of the school that educated 
children in the area from the 1870's to 
the 1930’s, and is the name of the 
principal road that nuis through the 
proposed viticultural area. 

(d) In Massee's Guide to Wines of 
America (1974) "Spring Mountain" is 
described as being "vyell on its way to 
becoming a separate district in its own 
right, much like Cameros, * • 

(e) Copies of wine labels (1980 Ritchie 
Creek Vineyard Cabernet Sauvignon. 
1978 and 1981 Ridge Cabernet 
Sauvignon, 1978 and 1986 Ridge Petite 
Sirah), each of which indicates that most 
of the grapes used to make the wine 
came form Spring Mountain. 

(f) As stated in the January-February 
1977 issue of Connoisseur's Guide to 
California Wines, "Spring Mountain 

• * • has supported vineyards for over 
100 years and is probably more 
responsible than any other Napa hillside 
for creating the mystique of 'mountain 
grapes.* ** 

(^ An excerpt from an article 
appearing in the magazine Friends of 
Wine (April-May 1984) makes a 
reference to "Spring Mountain" as beign 
a "well-known" appellation. 
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Evidence of Boundaries 

Evidence that the boundaries of the 
proposed area are as specified in the 
petition includes the following; 

(a) In the Annual Report of the Board 
of State Viticultural Commissioners for 
1887, Spring Mountain is listed as one of 
the locations in Napa County where 
varieties of grapes were planted 

(b) In The Connoisseurs* Handbook of 
California Wines (1984) the section on 
**Wine Geography** describes Spring 
Mountain as **[a| distinctly identifiable 
watershed area * ♦ ♦ west of St. Helena 
in the Napa Valley and forms part of the 
Mayacamus Mountain Range * * * 
Chateau Chevalier and Spring Mountain 
Vineyard occupy two of die loveliest 
refurbished properties • * • York Creek 
Vineyard is near the top of Spring 
Mountain. Other ivineries here include 
Yverdon. Keenan, and Smith-Madrone.** 

(c) In the book The Winewrights 
Register (1988) Spring Mountain is 
described as being "directly west of the 
town of St. Helena.** 

(d) In the New Signet Book of Wine 
(1985) Alexis Bespaloff states that a 
"number of wineries are situated on the 
slopes of Spring Mountain, the best 
known of which is Spring Mountain 
Vineyards." Other vineyards and 
wineries mentioned as "situated on the 
slopes of Spring Mountain** include 
Newton Vineyard, Chateau Chevalier, 
Cain Cellars, Robert Keenan Winery, 
Yverdon Vineyards, Ritchie Creek 
Vineyard, and Smith-Madrone 
Vineyards. 

(e) In Leon D. Adams' The Wines of 
America (1978) Chateau Chevalier 
winery is described as being "built in 
1891 on Spring Mountain * * *** 

(f) In The 1982 Napa Valley Wine 
Auction catalog Keenan Winery is 
described as "located * * * on the 
eastern slope of Spring Mountain," and 
Chateau Chevalier, and Smith-Madrone 
Vineyards are described as being "high 
atop Spring Mountain." 

(g) Labels for 1978 and 1981 Ridge 
brand Cabernet Sauvignon indicate that 
part of the wine came from grapes 
grown at York Creek Vineyards "on 
Spring Mountain." 

(h) In California's Great Cabernets 
(1989) Spring Mountain is described as 
induing the vineyards of York Creek. 
Smith-Madrone. Philip Tognl, and 
Newton. 

(i) In Massee's Guide to Wines of 
America (1974) Lyncrest Vineyard, 
currently Marston Vineyards, is also 
mentioned in the paragraph on Spring 
Mountain. 

(j) In Bob Thompson's Pocket Guide to 
California Wines (1990) Streblow 
Vineyards is described as "[a] 12-acre 


vineyard and 1,200 case winery on the 
lower slopes of Spring Mountain * • ••• 
and Spring Mountain is said to be the 
"sole source of all the wines" for Stony 
Hill Vineyards. 

Collectively taken, the locations of the 
vineyards and wineries mentioned 
above closely approximate the 
parameters of the proposed Spring 
Mountain viticultural area. 

Geographical Features 

Approximately 8,600 acres in size, the 
proposed viticultural area is roughly 
rectangular in shape, extending south 
from the northern boundary along 
Ritchie Creek approximately 5 miles to 
slightly beyond Sulphur Creek, and east 
from the Napa-Sonoma county line 
along the summit of the Mayacamus 
mountain range to the 400 foot elevation 
near the Napa Valley floor. The 400 foot 
contour line generally marks the 
boundary between valley floor and 
hillside vineyards in the Napa Valley. 
The petitioners provided the following 
evidence relating to features which they 
contend distinguish the proposed 
vitictiltural area from the surrounding 
areas: 

Soil 

(a) The predominant soils in the 
proposed Spring Mountain viticultural 
area consist of moderately deep and 
deep residual upland soils that are an 
equal mix derived from volcanic and 
s^mentary parent material. 

(b) North of the proposed viticultural 
area the segment of the Mayacamus 
Mountains from Diamond Mountain 
northward is comprised almost entirely 
of residual upland soils of volcanic 
origins. 

(c) To the east of the proposed 
viticultural area, on the Napa Valley 
floor, alluvial soils predominate. These 
soils are developed on 611 materials 
outwashed from the upland soils and 
rocks surrounding the valley. The Soil 
Conservation Service has identiBed 10 
alluvial soils in the valley, none of 
which are found in the proposed 
viticultural area. 

(d) Of the six residual upland soils 
from volcanic rocks that are present in 
the proposed viticultural area (Aiken, 
Boomer. Felta, Forward. Hambright, and 
Kidd), only one (Forward) appears in 
any signiBcant acreage to the south of 
the proposed Spring Mountain. Both 
areas contain residual soils from 
sedimentary rocks, but the acreage and 
percentage of these sedimentary 
residual rocks is much greater in the 
southern segment of the Mayacamus 
Mountains, south of the proposed Spring 
Mountain. 


(e) West of the proposed viticultural 
area the warmer slopes of the 
Mayacamus Mountains in Sonoma 
County have greater evapotranspiration 
loss of soil moisture, which is reflected 
in shallower soils. Also, the residual 
upland soils from volcano rock found in 
the proposed viticultural area (Aiken. 
Boomer. Forward, Felta, and Kidd) are 
not present in the Sonoma County 
slopes of the Mayacamus Mountains. 

Climate 

(a) Spring Mountain's primarily 
eastern exposure contributes to the 
region's distinctive climate. It is 
characterized by cool, wet winters and 
warm dry summers, moderated by 
periodic ocean breezes and fog. Average 
annual rainfall is 37 inches. 

(b) In readings taken between April 1 
and October 31, generally considered 
the growing season for wine grapes, 
daily maximum temperatures were from 
2 to 11 degrees lower within the 
proposed viticultural area than in St. 
Helena, less than 4 miles away to the 
east. Conversely, daily minimum 
temperatures at Spring Mountain were 
generally higher than those recorded in 
St. Helena, often by more than 10 
degrees. 

(c) Comparisons of maximum and 
minimum temperatures within the 
proposed viticultural area with those of 
Calistoga. less than 8 miles away to the 
north, produce the same results, with 
even greater temperature differentials 
between the two locations. 

(d) The proposed viticultural area 
regularly enjoys cooling breezes and 
occasional fog from the west when the 
rest of Napa Valley, including hillside 
locations both north and south remains 
hot. 

(e) Spring Mountain experiences 
greater annual rainfall than the floor of 
Napa Valley. In addition, the annual 
average rainfall in Spring Mountain is 
approximately 37 inches, more than the 
seasonal normal of 33.11 inches in St. 
Helena. 

(f) According to meteorologist Steven 
Newman of Earth Environment Service, 
a review of daily thermograph readings 
taken during the summer and early 
autumn shows that the temperature on 
Spring Mountain rises relatively rapidly 
until reaching a maximum high at 
approximately 3 p.m., then declines with 
similar speed during the late afternoon. 
The daily maximum temperature is 
reached approximately 1 hour earlier 
than in St Helena, and the temperature 
peak is very brief when compared to 
locations on the Napa Valley floor. 
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Proposed Boundary 

The boundary of the proposed Spring 
Mountain viticuitural area may be found 
on four United States Geological Survey 
(U.S.G.S.) maps with a scale of 1:24000. 
The boundary is described in $ 9.145. 

Executive Order 12291 

It has been determined that this 
proposed regulation is not a major 
regulation as defined in Executive Order 
12291 and a regulatory impact analysis 
is not required because it will not have 
an annud effect on the economy of $100 
million or more; it will not result in a 
major increase in costs or prices for 
consumers, individual industries. 

Federal, State, or local government 
agencies, or geographic regions; and it 
will not have significant adverse effects 
on competition, employment, 
investment, productivity, innovation, or 
on the ability of United States-based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets. 

Regulatory Flexibility Act 

Itls'hereby certified that this 
regulation will not have a significant 
economic impact on a substantial 
number of small entities. Accordingly, a 
regulatory flexibility analysis is not 
required because the proposal, if 
promulgated as a final rule, is not 
expected (1) to have secondary, or 
incidental effects on a substantial 
number of small entities; or (2) to 
impose, or otherwise cause a significant 
increase in the reporting, recordkeeping, 
or other compliance burdens on a 
substantial number of small entities. 

Paperwork Reduction Act 

The provisions of the Paperwork 
Reduction Act of 1900, Public Law 96- 
511,44 U.S.C. chapter 35. and its 
implementing regulations. 5 CFR part 
1320, do not apply to this notice of 
proposed rulemaking because no 
requirement to collect information is 
proposed. 

Public Participation 

ATF requests comments from all 
interested parties. Comments received 
on or before the closing date will be 
carefully considered. Comments 
received after that date will be given the 
same consideration if it is practical to 
do so. but assure of consideration 
cannot be given except as to comments 
received on or before the closing date. 

ATF will not recognize any comment 
as confidential. Comments may be 
disclosed to the public. Any material 
which a commenter considers to be 
confidential or inappropriate for 
disclosure to the public should not be 


included in the comment. The name of 
the person submitting a comment is not 
exempt from disclosure. During the 
comment period, any person may 
request an opportunity to present oral 
testimony at a public hearing. However, 
the Director reserves the right to 
determine, in light of all circumstances, 
whether a public hearing %vill be held. 

Drafting Information 

The principal author of this document 
is Marjorie D. Ruhf, Wine and Beer 
Branch. Bureau of Alcohol, Tobacco and 
Firearms. 

List of Subjects in 27 CFR Part 9 

Administrative practice and 
procedure. Consumer protection. 
Viticuitural areas, and Wine. 

Authority and Issuance 

Accordingly, title 27, Code of Federal 
Regulations, part 9. American 
Viticuitural Areas, is proposed to be 
amended as follows: 

PART 9-AMERICAN VITICULTURAL 
AREAS 

1. The authority citation for part 9 
continues to read as follows: 

Authority: 27 U.S.C. 205. 

2. Subpart C is amended by adding 
i 9.143 to read as follows: 

Subpart C—Approved American Viticuitural 
Areas 

§9.143 Spring Mountain. 

(a) Name, The name of the viticuitural 
area described in this section is "Spring 
Mountain." 

(b) Approved maps. The appropriate 
maps for determining the boundary of 
the Spring Mountain viticuitural area are 
four U.S.G.S. 7.5 minute series 
topographical maps of the 1:24000 scale. 
They are titled: 

(1) "Kenwood. Calif.," 1954 
(photorevised 1980); 

(2) "Rutherford, Calif.," 1951 
(photorevised 1968); 

(3) "St. Helena, Calif.," 1960 
(photorevised 1980); 

(4) "Calistoga, Calif.," 1958 
(photorevised 1980). 

(c) Boundary, The Spring Mountain 

viticuitural area is located in Napa 
County, California, within the Napa 
Valley Viticuitural area. The boundary 
is as follows: * 

(1) Beginning on the Calistoga 
quadrangle map at the Napa-Sonoma 
county line at the boundary line 
between sections 18 and 19 in T8N/ 
R6W; 

(2) Then east along the boundary line 
between sections 18 and 19 for 
approximately % of a mile to its 


intersection with Ritchie Creek at the 
boundary line between sections 17 and 
20 ; 

(3) Then northeast along Ritchie Creek 
approximately 2 miles, to the 400 foot 
contour line in the northeast comer in 
section 16 of T8N/R6W; 

(4) Then along the 400 foot contour 
line in a northeast then generally 
southeast direction, through the St. 
Helena and Rutherford quadrangle 
maps, approximately 9 miles, past the 
town of St. Helena to the point where it 
intersects Sulphur Creek in Sulphur 
Canyon, in the northwest comer of 
section 2 in T7N/R6W; 

(5) Then west along Sulfur Creek (onto 
the Kenwood quadrangle map) and 
south to the point where it first divides 
into two intermittent streams in section 
3 in T7N/R6W; 

(6) Then south along the intermittent 
stream approximately 1.5 miles to the 
point where it intersects the 2,360 foot 
contour line in section 10 in T7N/R6W; 

(7) Then southwest in a straight line, 
approxiamtely .10 mile, to the unnamed 
peak (elevation 2600 feet) at the 
boundary line between Napa and 
Sonoma Counties; 

(8) Then in a generally northwest 
direction along the Napa-Sonoma 
county line, tli^ugh sections 10,9, 4,5, 
32. 33. 32. 29, 20. and 19, to the beginning 
point on the Calistoga quadrangle map 
at the boundary between sections 18 
and 19 in T8N/R6W. 

Approved: May 21.1992 
Stephen Higgins, 

Director. 

(FR Doc. 92-12916 Filed 6-3-92; 6:45 am) 
BIL1.INQ CODE 4S10-3Y-M 


DEPARTMENT OF TRANSPORTATION 
Coast Guard 
33 CFR Part 165 
ICGD1 92-004] 

Safety Zone: Rhode Island Sound, 
Narragansett Bay, Providence River 

agency: Co%Bt Guard. DOT. 
action: Notice of proposed rulemaking. 

summary: The Coast Guard proposes to 
amend the regulation concerning the 
safety zone required around LPG vessels 
moored at the LPG facility in the Port of 
Providence. The amendment would 
reduce the distance a vessel must moor 
from an LPG vessel at the LPG facility In 
the Port of Providence from 400 feet to 
200 feet. This action is necessary to 
eliminate unnecessary economic 
hardship on the commercial shipping 









23562 


Federal Register / VoL 57, No. 108 / Thursday, June 4, 1992 / Proposed Rules 


industry. Reduction of the required 
empty pier space from 400 feet to 200 
feet fore and aft of LPG vessels will 
continue to provide the necessary level 
of safety and will also provide the space 
necessary to respond effectively to an 
LPG emergency. 

DATES: Comments must be received on 
or before July 20.1992. 

ADDRESSES: Comments should be 
mailed to the Commanding Officer. 
Marine Safety Office, John O'Pastore 
Federal Building. Providence. Rhode 
Island 02903-1790. or may be delivered 
to room 217 at the above address 
between 7:30 a.m. and 4 p.m., Monday 
through Friday, except Federal holidays. 
The telephone number is (401) 520-5335. 
The Marine Safety Office maintains the 
public docket for this rulemaking. 
Comments will become part of this 
docket and will be available for 
inspection or copying at room 217, 
Marine Safety Office Providence. 

FOR FURTHER INFORMATION CONTACT: 
LTJG Tina Burke at (401) 520-5335. 
SUPPLEMENTARY INFORMATION: 

Request for Comments 

The Coast Guard encourages 
interested persons to participate in this 
rulemaking by submitting written data, 
views, or arguments. Persons submitting 
comments should include their name 
and address, identify this rulemaking 
(CGDl 92-004) and the specific section 
of this proposal to which each comment 
applies, and give a reason for each 
comment. Persons wanting 
acknowledgment of receipt of comments 
should enclose a stamped, self- 
addressed postcard or envelope. 

The Coast Guard will consider all 
comments received during the comment 
period and may change this proposal in 
view of the comments. 

The Coast Guard plans no public 
hearing. Persons may request a public 
hearing by writing to the Marine Safety 
Office at the address under 
*^ADDRESSES.*’ If it determines that the 
opportunity for oral presentations will 
aid this rulemaking, the Coast Guard 
will hold a public hearing at a time and 
place announced by a later notice in the 
Federal Register. 

Drafting Information 

The principal persons involved in 
drafting this document are LTJG Tina 
Burke. Project Officer, Marine Safety 
Office Providence, and LCDR J. Astley, 
Project Counsel. First Coast Guard 
District Legal Office. 

Background and Purpose 

The regulations contained in 33 CFR 
165.121 outline safety zones required for 


LPG vessel visiting the Port of 
Providence under a variety of 
conditions. The regulations establish 
safety zones around LPG vessels at 
anchor, transiting Narragansett Bay, 
while moored at the LPG facility. Port of 
Providence, and around the shoreside 
manifold during LPG transfer 
operations. The proposed amendment 
only concerns the safety zone required 
around LPG vessels moored at the LPG 
facility. Port of Providence. 

33 CFR 165.121(a)(3) establishes a 50 
foot safety zone around a moored LPG 
vessel and also requires that no vessel 
may moor within 400 feet of an LPG 
vessel moored at the facility. Industry 
personnel have continually expressed 
dissatisfaction with the 400 foot 
requirement, contending that it places 
an unnecessary economic burden on the 
industry involved in and ejected by 
LPG evolutions. 

Research into the issue has shown 
that prohibiting vessels from mooring 
within 400 feet from LPG vessels moored 
at the LPG facility. Port of Providence, is 
excessive and unnecessary. The purpose 
of requiring that other vessels moor a 
certain distance from LPG vessels is to 
eliminate risk of ignition sources as well 
as to ensure the availability of space 
around the vessel to respond to any type 
of emergency. The safety zone 
established fu'ound a vessel when 
moored at the facility is 50 feet. Thus the 
vessel is considered safe from ignition 
sources at a minimum of 50 feet. A 50 
foot zone is not sufficient, however, in 
the event that a vessel needs to be 
moved in response to an emergency. 
Therefore, reduction of the requirement 
from 400 feet to 200 feet would continue 
to provide ignition source protection and 
would also provide the space necessary 
for shoreside or waterside firefighting or 
for tug assistance during emergency 
break-away from the pier. 

Regulatory Evaluation 

This proposal is not major under 
Executive Order 12291 and not 
significant under the Department of 
Transportation Regulatory Policies and 
Procedures (44 FR 11040; February 28. 
1979). The Coast Guard expects the 
economic impact of this proposal to be 
so minimal that a Regulatory Evaluation 
is unnecessary. The Coast Guard 
expects the impact of this proposal to be 
mindnal on all entities because the 
result of the amendment %vill be one of 
deregulation, making the present 
regulations less restrictive. If the 
amendment has any efrect. it will be a 
positive effect on impacted entities. 
Reduction of the safety zone around 
moored LPG vessels from 400 feet to 200 
feet will benefit the LPG facility 


economically in that the total pierspace 
for which they must pay to meet the 
regulations is reduced from a total of 800 
feet to 400 feet This will also benefit the 
port of Providence economically in that 
more pierspace will be available for 
other ships to moor while an LPG vessel 
is in port 

Small Entities 

Under the Regulatory Flexibility Act 
(5 U.S.C 601 et seq.), the Coast Guard 
must consider whether this proposal will 
have a significant economic impact on a 
substantial number of small entities. 
**Small entities” include independently 
owned and operated small businesses 
that are not dominant in their field and 
that otherwise qualify as **8mall 
business concerns” under section 3 of 
the Small Business Act (15 U.S.C. 632). 

For the reasons outlined in the 
Regulatory Evaluation, the Coast Guard 
expects that this proposal will not have 
a significant economic impact on any 
entity. Therefore, the Coast Guard 
certifies under 5 U.S.C. 605(b) that this 
proiIosaL if adopted, will not have a 
significant economic impact on a 
substantial number of small entities. If, 
however, you think that your business 
qualifies as a small entity and that tl^s 
proposal will have a significant 
economic impact on your business, 
please submit a comment (see 
”ADDRES8E8”) explaining why you think 
your business qu^fies and in what way 
and to what degree this proposal will 
economically affect your business. 

Collect of Information 

This proposal contains no collection 
of information requirements under the 
Paperwork Reduction Act (44 U.S.C. 

3501 et seq.) 

Federalism 

The Coast Guard has analyzed this 
proposal in accordance with the 
principles and criteria contained in 
Executive Order 12612 and has 
determined that this proposal does not 
have sufficient federalism implications 
to warrant the preparation of a 
Federalism Assessment. 

Environment 

The Coast Guard considered the 
environmental impact of this proposal 
and concluded that under section 2.B.2.C 
of Commandant Instruction M16475.1B. 
this proposal is categorically excluded 
from further environmental 
documentation. A Categorical Exclusion 
Determination is available in the docket 
for inspection or copying where 
indicated under "ADDRESSES.” 
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List of Subjects in 33 CFR Part 165 

Harbors, Marine safety. Navigation 
(water). Security measures, Vessels, 
Waterways. 

Proposed Regulations 

In consideration of the foregoing, part 
165 of Title 33. Code of Federal 
Regulations, is proposed to be amended 
as follows: 

PART 165—[AMENDED] 

1. The authority citation for part 165 
continues to read as follows: 

Authority: 33 U.S.C 1231; 50 U.S.C 191; 49 
CFR 1.46 and 33 CFR 1.05-l(g). 6.04*1. 6.04-6, 
and 160.5. 

2. Section 165.121 is amended by 
revising paragraph (a)(3) to read as 
follows: 

{ 16S.121 Safety Zone: Rhode Island 
Sound, Narraganeett Bay, Providence River. 

(a) • * • 

(3) For Liquefied Petroleum Gas (LPG) 
vessels while moored at the LPG facility. 
Port of Providence; a Safety Zone within 
50 feet around the vessel. No vessel 
shall moor within 200 feet from the LPG 
vessel. All vessels transiting the area 
are to proceed with caution to minimize 
the effects of wake around the LPG 
vessel. 

• • • • • 

Dated: May 18,199Z 
H.D. Robinson, 

Captain, U.S. Coast Guard, Captain of the 
Port, Providence, RL 

|FR Doc. 92-12938 Filed 6-3-92; 8:45 am) 

BiOINO COOC 4910-14-11 


FEDERAL MARITIME COMMISSION 

46 CFR Palis 510, 580 and 582 
1 Docket No. 92-27) 

Filing Requirements for Anti-Rebate 
Certifications 

agency: Federal Maritime Commission. 
ACTION: Propo sed rule. 

SUMMMY: The Federal Maritime 
Commission proposed to amend its 
regulations which govern certification of 
freight forwarder and carrier policies 
and efforts to combat rebating in the 
iweign commerce of the United States. 

proposed amendments will reduce 
the annual certification filing 
l^quirement to every two years. The 
intent of this proposal is. without loss of 
regulatory effectiveness, to reduce the 
cost imposed on regulated companies by 
these regulations and to reduce the cost 
incurred by the Commission in 
administering them. 


DATES: Comments due July 6.1992. 
Comments must be received at the 
Commission by the due date; the date of 
mailing will not be accepted as the date 
of filing in this proceeding. 

ADDRESSES: Comments (original and 15 
copies) are to be submitted to: Joseph C. 
Polking, Secretary. Federal Maritime 
Commission. 1100 L Street. NW., 
Washington. DC 20573. (202) 523-5725, 
FOR FURTHER INFORMATION CONTACT: 
Seymour Glanzer. Director, Bureau of 
Hearing Counsel. Federal Maritime 
Commission, 1100 L Street. NW., 
Washington. DC 20573, (202) 523-5783 
(Phone). (202) 523-5785 (FAX). 
SUPPLEMENTARY INFORMATION: 

Background 

Section 15 of the Shipping Act of 1964 
(*‘1984 Act"). 46 U.S.C. app. 1714. 
mandates that the Federal Maritime 
Commission ("Commission") require the 
Chief Executive Officer (**CEO") of each 
common carrier to file with the 
Commission a written anti-rebating 
certification ("ARC") under oath. 

Section 15 also authorizes the 
Commission to require the CEO of ocean 
freight forwarder to file ARCs under 
oath. 

Part 582 of the Commis8ion*8 rules. 48 
CFR part 582, implements section 15 of 
the 1984 Act by establishing the content 
of ARCs and procedures governing their 
filing. Under part 582. the CEO of a 
common carrier in the foreign commerce 
of the United States must file an ARC 
with the Commission on or before 
December 31 of each year. Part 580, 46 
CFR at 580.5(c)(2)(ii). governs tariff 
requirements regarding ocean carriers* 
ARCs. 

Similarly, part 510 of the 
Commission's rules, at 46 CFR 510.25. 
requires licensed ocean freight 
forwarders to file ARCs on or before 
December 31 of each year. The content 
of freight forwarders' ARCs and the 
procedures for filing them is governed 
by part 582, supra. 

Section 15 of the 1984 Act also 
provides that whoever fails to file an 
ARC required by the Commission Is 
liable to the United States for a civil 
penalty of not more than $5,000 for each 
day the violation continues. 

The Commission propKtses to amend 
parts 510. 580 and 582 of its rules to 
require ARCs be filed every two years 
rather 4han annually. If this proposal 
becomes final, appropriate changes also 
will be made to the final rule 
promulgated at 46 CFR 514, 
implementing the Commission's 
automated tariff filing and information 
system. See e.g. $ 514.1(c)(l)(iii) of the 
September 9,1991, Proposed Rule In 


FMC Docket No. 90-23 Tariffs and 
Service Contracts (50 FR 46055). This 
should reduce the administrative and 
cost burdens on the regulated industry, 
as well as on the Commission, without 
causing any appreciable loss of 
regulatory efTectiveness. 

For administrative consistency, the 
proposed rule requires that ARCs be 
filed by Decemb^ 31 of each even- 
numbered year. (The proposed rule also 
makes technical changes to reflect the 
redesignation of the Commission's 
Bureau of Domestic Regulation as the 
Bureau of Tariffs, Certification and 
Licensing.) 

Although the Commission, as an 
independent regulatory agency, is not 
subject to Executive Order 12291. dated 
February 17.1981. It nonetheless has 
reviewed the rule in terms of that Order 
and has determined that this rule is not 
a "major rule" as defined in Executive 
Order 12291 because It will not result in: 

(1) Annual effect on the economy of 
$100 million or more; 

(2) A major increase In costs or prices 
for consumers, individual industries. 
Federal, State or local government 
agencies, or geographic regions: or 

(3) Significant adverse effects on 
competition, employment, investment 
productivity, innovations, or on the 
ability of United States-based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets. 

The Federal Maritime Commission 
certifies, pursuant to section 605(b) of 
the Regulatory Flexibility Act, 5 U.S.C. 
605(b). that this rule will not have a 
significant economic impact on a 
substantial number of small entities, 
including small businesses, small 
organizational units and small 
government jurisdictions. 

This proposed rule does not contain 
any collection of information 
requirements that require submission to 
the Office of Management and Budget 
("OMB"). Therefore. OMB review is not 
required. 

List of Subjects 
46 CFR Part 510 

Freight forwarders. Maritime carriers. 
Reporting and recordkeeping 
requirements. Surety bonds. 

46 CFR Part 560 

Freight, Maritime carriers, Reporting 
and recordkeeping requirements. 

46 CFR Part 562 

Maritime carriers. Penalties. Reporting 
and recordkeeping requirements. 
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Therefore, pursuant to 5 U.S.C. 553 
and section 15 and 19 of the Shipping 
Act of 1984. 46 U.S.C. app. 1714 and 
1718. parts 510. 580 and 582 of title 46. 
Code of Federal Regulations, are 
proposed to be amended as follows: 

PART 510—[AMENDED] 

1. The authority citation for Part 510 
continues to read as follows: 

Authority: 5 U.S.C. 553. 46 U.S.C. app. 1702. 
1707.1709.1710.1712.1714,1716 and 1710; 21 
U.S.C. 853a. 

2. Section 510.25 is revised to read as 
follows: 

S 510.25 Anti-rebate certifications. 

(a) Every licensed ocean freight 
forwarder shall file an anti-rebating 
certificate on or before December 31, 

1992 and. thereafter, on or before 
December 31 of each succeeding even- 
numbered calendar year. 

(b) Every applicant for an ocean 
freight forwarder license shall file an 
anti-rebating certificate with its license 
application. Any application for an 
ocean freight forwarder license that 
does not include an anti-rebate 
certification in acccordance with 

i 510.12 and part 582 of this chapter 
shall be rejected. Certificates filed with 
license applications shall be valid from 
the granting of an ocean freight 
forwarder license through the first 
succeeding December 31 of an even- 
numbered calendar year. 

(c) The anti-rebating certificate shall 
comply with the requirements of part 
582 of this chapter. 

PART 580—[AMENDED] 

3. The authority citation for part 580 
continues to read as follows: 

Authority: 5 U.S.C. 553; 46 U.S.C. app. 1702- 
1705. 1707.1709,1710-1712,1714-1716. 1718. 
and 1722. 

4. Section 580.5(c)(2)(ii)(B) is revised 
to read as follows: 

$ 580.5 Tariff contents. 

• « « • • 


(B) In addition to the anti-rebate tariff 
provision, an anti-rebating certificate 
shall be filed by every common carrier 
with its initial tariff, and thereafter, on 
each succeeding December 31 of an 
even-numbered calendar year. The anti¬ 
rebating certificate shall comply with 
the requirements of part 582 of this 
chapter. Failure of a common carrier to 
file an anti-rebate certification with 
intiital tariffs and publish notice of that 
certification in its tariff as required by 


this part and part 582 of this chapter 
shall result in rejection of that carrier's 
tariff. Any common carrier who fails to 
file an anti-rebate certification as 
required by part 582 of this chapter will 
be notified by Federal Register 
publication and by certified mail that if 
within forty-five (45) days from the date 
the certified notice is mailed the 
common carrier does not either 
establish that the required anti-rebate 
certification was filed in accordance 
with this part and part 582 of this 
chapter or file the required anti-rebate 
certification, its tariff will be canceled, 
and in the event its rates are published 
in one or more conference tariffs, its 
name will be stricken from the list of 
carriers participating in those 
conference tariffs. Tbe tariff(8) of any 
common carrier who files an anti-rebate 
certification after December 31 but 
before the end of the forty-five (45) days 
notice period will not be canceled; 
however, the common carrier will be 
subject to civil penalties as provided in 
part 582 of this chapter. After the forty- 
five (45) days, any common carrier that 
does not have an anti-rebate 
certification on file with the 
Commmission will be notified by 
Federal Register publication and 
certified mail, return receipt requested, 
that its tariffs) have been canceled or 
its name has been stricken from 
conference tariff(s). 

* • • * • 

PART 582—[AMENDED] 

5. The authority citation for part 582 
continues to read as follows: 

Authority: 5 U.S.C, 553; 46 U.S.C. app. 1701. 
1702.1707.1709.1712 and 1714-1716. 

6. Section 582.3 is revised to read as 
follows: 

§ 582.3 Reporting requirements. 

(a) Every common carrier required by 
this part to file a written certification in 
the form prescribed by $ 582.2. shall file 
such certification with its initial tariff 
and, thereafter,' on or before December 
31 of each succeeding even-numbered 
calendar year. 

(b) Every licensed ocean freight 
forwarder, required by § 510.25 of this 
chapter to file a written certification in 
the form prescribed by § 582.2. shall file 
such ceritifcation on or before December 
31.1992 and, thereafter, on or before 
December 31 of each succeeding even- 
numbered calendar year. Every 
applicant for an ocean freight forwarder 
license initially shall file such 
certification with its license application. 

(c) The certification required by this 
section shall be valid from the initial 
filing of a tariff or granting of an ocean 


freight forwarder license through the 
first succeeding December 31 of an 
even-numbered calendar year. 

(d) Every person other dian a common 
carrier or ocean freight forwarder which 
is ordered by the Commission pursuant 
to S 582.2 to file a written certification 
shall file such certification in the 
manner prescribed by the Commission. 

(e) In those instances in which a 
single firm operates in more than one 
capacity, such as both a non-vessel- 
operating common carrier and an ocean 
frieght forwarder, a single certificate 
may be submitted to satisfy the 
reporting requirements of Uiis section, 
loseph C. Polking. 

Secretary, 

(FR Doc, 92-13035 Filed 6-3-92; 0:45 am] 
BUXINQ COOC STSO-OI-M 


46 CFR Parts 520,550 and 580 

[Docket No. 92-26] 

Filing of Tariffs by Terminal Barge 
Operators In Pacific Slope States— 
Notice of Proposed Rulemaking 

agency: Federal Maritime Commission. 
action: Notice of proposed rulemaking. 

summary: The Federal Maritime 
Commission proposes to remove 46 CFR 
part 520— Filing of Tariffs by Terminal 
Barge Operators in Pacific Slope States 
and to amend 46 CFR parts 550 and 580 
to exempt certain marine terminal barge 
operators from the tariff filing 
requirements of the Shipping Act. 1916, 
and the Shipping Act of 1984. This 
action is being proposed because there 
no longer appears to be a regulatory 
need for part 520. 

dates: Comments on or before July 6. 
1992. Comments must be received at the 
Commission by the due date; the date of 
mailing will not be accepted as the date 
of filing in this proceeding.. 
addresses: Comments (original and 15 
copies) are to be submitted to: Joseph C. 
Polking. Secretary, Federal Maritime 
Commission, 1100 L Street, NW., 
Washington, DC 20573. (202) 523-5725. 
FOR FURTHER INFORMATION CONTACT. 
Bryant L VanBrakle. Director, Bureau of 
Tariffs. Certification and Licensing. 
Federal Maritime Commission. 1100 L 
Street, NW., Washington. DC 20573. 
(202) 523-5796. 

SUPPLEMENTARY INFORMATION: 
Background 

The Federal Maritime Commission 
(“Commission") administers, inter alia* 
section 3 of the Shipping Act. 1916 
(“1916 Act"), 46 U.S.C. app. 804 
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("Section 3"). Section 3 requires the 
filing of tariffs by terminal barge 
operators who meet several very 
specific criteria.’ Section 3 was added 
to the 1916 Act to clarify the 
jurisdictional roles of the Commission 
and the Interstate Commerce 
Commission concerning barge 
movements on one particular inland 
waterway. 

The Commission's regulations 
implementing section 3 are at 46 CFR 
part 520. In general terms, section 3 and 
these regulations require tariffs to be 
filed by terminal barge operators in 
Pacific Slope States moving containers 
or containerized cargo by barge 
between points in the United States, on 
the one hand, and points in foreign 
countries or non-contiguous political 
jurisdictions of the United States, on the 
other.* 

The Commission now proposes to 
remove 46 CFR part 520 and to amend 46 
CFR parts 550 and 560 to exempt 
terminal barge operators in Pacific Slope 
States from filing tariffs for the services 
provided under the conditions set forth 
in Section 3.* 

Utle 46 CFR part 520 has been in 
effect since 1975. There is. however, no 
record of any recent filing of tariffs 
pursuant to these regulations. The 
Commission believes, therefore, that it 
would be appropriate to remove part 520 


' Section 3 provides, in pertinent part: 
Notwithstandins part in of the Interstate 
Commeroe Act. as amended (49 U.S.C. 901 et. seq ). 
or any other provision of law. rates and charscM for 
the barging and affreighting of containers and 
containerized cargo by barge between points in the 
United States, shall be filed solely with the Federal 
Manttiae Commisal^n In accordance with rules and 
regulations promulgated by the Commission where 
(i) the cargo is moving between a point in a foreign 
country or a non-contiguous State, territory, or 
potsessioo and a point in the United States, (b) the 
transportation by barge between points In the 
United Stales is furnished by a terminal operator as 
t service substitute in lieu of a direct vessel call by 
the common carrier by water transporting the 
^tainers or containerized cargo under a through 
wll of lading, (c) such terminal operator is a Pacific 
Slope State, municipality, or other public body or 
■gency subfect to the iunsdiction of the Federal 
Maritime Commission, and the only one furnishing 
the particular circumscribed barge service in 
Question at of the date of enactment hereof, and (d) 
•uch terminal operator is in compliance %vilh the 
rules and regulations of the Federal Maritime 
^mmlssion for the operation of such barge service. 
The teminal operator providing such services shall 
tx »ub|ect to the provisions of Uie Shipping Act 


pie Commission's regulations for the filing of 
«riffi in the domestic offshore commerce of the 
Umt^ Slates are at 46 CFR part 55a %vhile the 
f^8JjjMk)ns for tariffs in the foreign commerce are at 

«CFR part sea 

‘ Should this propoaed exemption become a Final 
^ incorporated into new part 514, 

^hich, when finalized, will provide for the 
^t(wated Tariff Filing and Information system. 

^ 11 «4.1(cK3KU) and 614J(aM7) of the Proposed 
Kuis of September 9.1991.56 FR 46^55 and 40061. 


and to provide an exemption under 
parts 5W and 580 with regard to the 
requirement to file tariffs with the 
Commission. 

Section 35 of the 1916 Act 46 U.S.C 
app. 633a. and section 16 of the Shipping 
Act of 1964 (“1964 Act"). 46 U.S.C app. 
1715. provide that the Commission may 
by order or rule exempt for the future 
any specified activity of persons subject 
to the 1916 Act or the 1984 Act from any 
requirement of the 1916 Act the 1984 
Act or Intercoastal Shipping Act 1933. 
where the Commission finds that such 
exemption will not substantially impair 
effective regulation by the Commission, 
be unjustly discriminatory, result in a 
substantial reduction in competition 
(1984 Act only) or be detrimental to 
commerce. It appears that the proposed 
exemptions would meet these criteria. 

Although the Commission, as an 
independent regulatory agency, is not 
subject to Executive Order 12291. dated 
February 17,1981, it nonetheless has 
reviewed the rule in terms of this Order 
and has determined that this rule is not 
a “major rule" because it %vill not result 
in: 

(1) An annual effect on the economy 
of $100 million or more; 

(2) A major increase in costs or prices 
for consumers, individual industries. 
Federal. State, or local government 
agencies, or geographic regions; or 

(3) Significant adverse effect on 
competition, employment, investment 
productivity, innovations, or on the 
ability of United States^based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets. 

The Federal Maritime Commission 
certifies, pursuant to section 605(b) of 
the Regulatory Flexibility Act, 5 U.S.C 
605(b). that this Proposed Rule, if 
adopted, will not have a significant 
economic impact on a substantial 
number of small entities, including small 
businesses, small organizational units, 
and small governmental organizations. 

Tliis proposed rule does not contain 
any collection of information 
requirements as defined by the 
Paperwork Reduction Act of 1980, as 
amended. Therefore, OMB review is not 
required. 

List of Subjects 
46 CFR Pari 529 

Freight, Maritime carriers. Reporting 
and recordkeeping requirements. 

46 CFR Part 550 

Maritime carriers: Reporting and 
recordkeeping requirements. 


46CFRPart580 

Cargo, Cargo vessels; Freight; Exports; 
Harbors; Imports: Maritime carriers. 
Rates: Reporting and recordkeeping 
requirements; Surety bonds; Water 
callers; Water transportation. 

Therefore, pursuant to 5 U.S.C. 553; 
sections 3.18(a) and 43 of the Shipping 
Act 1916. 46 U.aC. app. 004, 817(a) and 
841a; section 2 of the Intercoastal 
Shipping Act 1933. 46 U.S.C. app. 844; 
and sections 6.10.11.12.13.17 and 23 of 
the Shipping Act of 1984, 46 U.S.C app. 
1707.1709.1710,1711.1712,1716 and 
1722; parts 520, 550 and 580 of title 46 of 
the C^e of Federal Regulations are 
proposed to be amended as follows; 

PART 520—(REMOVED] 

Part 520 is removed. 

PART 550—(AMENDED) 

1. The authority citation for part 550 
continues to read as follows; 

Authority: 5 U.S.C 553: 46 U.S.C. app. 812, 
814. 815. 817, 820. 833a. 8418. 843. 844. 845. 

854a. 845b, and 847, 

2. Section 550.1(a)(10) is added to read 
as follows: 

S 550.1 Exemptions. 

(a) • • • 

(10) Transportation provided by 
terminal baige operators In Pacific Slope 
States barging containers and 
containerized cargo by barge between 
points in the United States where; 

(i) The cargo is moving between a 
point in a foreign country or a non¬ 
contiguous State, territory, or possession 
and a point in the United States: 

(11) The transporation by barge 
between points in the United States is 
furnished by a terminal operator as a 
service substitute in lieu of a direct 
vessel call by the common carrier by 
water transporting the containers or 
containerized cargo under a through bill 
of lading: and 

(iii) Such terminal operator is a Pacific 
Slope State, municipality, or other public 
body or agency subject to the 
jurisdiction of the Federal Maritime 
Commission, and the only one furnishing 
the particular circumscribed barge 
service In question as of January 2.1975. 


PART 580—(AMENDED] 

1. The authority citation for part 580 
continues to read as follows: 

Authority: 5 U.S.C. 553; 46 U.S.C app. 1702- 
1705.1707,1700.1710-1712,1714-1716. 1718, 
and 1722. 
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2. Section 580.1(c)(9] is added to read 
as follows: 

S 580.1 Exemptions and exclusions. 

* • • « • 

(c) • • • 

(9) Transportation provided by 
terminal barge operators in Pacific Slope 
States barging containers and 
containerized cargo by barge between 
points in the United States where: 

(i) The cargo is moving between a 
point in a foreign country or a non¬ 
contiguous State, territory, or possession 
and a point in the United States; 

(ii) The transportation by barge 
between points in the United States is 
furnished by a terminal operator as a 
service substitute in lieu of a direct 
vessel call by the common carrier by 
water transporting the containers or 
containerized cargo under a through bill 
of lading; and 

(iii) Such terminal operator is a PaciHc 
Slope State, municipality, or other public 
body or agency subject to the 
jurisdiction of the Federal Maritime 
Commission, and the only one furnishing 
the particular circumscribed barge 
service in question as of January 2,1975. 
* • • « • 

By the Commission. 

Joseph C. Polking. 

Secretary. 

(FR Doc. 92-13054 Filed 6-3-92; 8:45 am] 
BIUJNQ CODE 6790-01>« 


46 CFR Parts 550 and 580 

[Docket No. 92-28] 

Elimination of Certain Regulatory 
Provisions 

AGENCY: Federal Maritime Commission. 
action: Notice of Proposed Rulemaking. 

summary: The Federal Maritime 
Commission proposes to amend its 
regulations governing the publishing, 
filing and posting of carrier tariffs to 
eliminate certain outdated or 
unnecessary regulatory provisions. 
DATES: Comments due July 6.1992. 
Comments must be received at the 
Commission by the due date; the date of 
mailing will not be accepted as the date 
of filing in this proceeding. 
addresses: Comments are to be 
submitted to: Joseph C. Polking. 
Secretary, Federal Maritime 
Commission, 1100 L Street, NW. 
Washington. DC 20573. (202) 523-5725. 
FOR FURTHER INFORMATION CONTACT: 
Bryant L VanBrakle. Director, Bureau of 
Tariffs. Certification and Licensing. 
Federal Maritime Commission. 1100 L 


Street, NW., Washington. DC 20573. 

(202) 523-5796. 

SUPPLEMENTARY INFORMATION: Rules 
and regulations governing the 
publication and filing of tariffs for the 
waterborne transportation of property 
and passengers performed by common 
carriers in the domestic offshore trades, 
as required by the Shipping Act, 1916,46 
U.S.C. app. 801 et seq., and the 
Intercoastal Shipping Act. 1933. 46 
U.S.C. app. 843 et aeq., are set forth in 46 
CFR part 550. Similarly, rules and 
regulations governing the publication 
and filing of tariffs for the transportation 
of property performed by common 
carriers in the U.S./foreign trades, as 
required by the Shipping Act of 1984, 46 
U.S.C app. 1701 et seq., are set forth in 
46 CFR part 580. 

A review of parts 550 and 580 
disclosed certain provisions which no 
longer serve any regulatory purpose or 
whose purpose has expired 

Section 550.1(a)(9), 46 CFR 550.1(a)(9). 
provides for the exemption from the 
tariff filing requirements applicable to 
the domestic offshore trades for 
transportation by Puget Sound Tug & 
Barge Company of general cargo in non- 
self-propelled barges from Seattle. 
Washington to the vicinity of Kivalina, 
Alaska, during calendar years 1988 and 
1989. This exemption has expired. 
Similarly, § 580.12(c). 46 CFR 580.12(c), 
which provides for the continuation of 
certain time/volume rate contracts 
entered into prior to June 18.1984. until 
July 17,1985, or the term specified in the 
contract, whichever occurs first, has 
expired. 

The Federal Maritime Commission 
(“Commission’’) also proposes to amend 
§ 550.5(b)(8)(xiv). 46 CFR 
550.5(b)(8)(xiv), and delete § 550.8. 46 
CFRT 550.8. 

Section 550.5(b)(8)(xiv) refers to the 
Automobile Maufacturers* 
Measurements guide, the publication of 
which was indefinitely suspended by 
the Commission on July 15.1987 (52 FR 
26479). Since the Commission suspended 
its publication, the Commission has not 
received any complaints or requests to 
reinstitute publication of the guide. 
Consequently, the reference to this 
publication is deleted. 

Section 550.8 governs the filing of 
tariffs applicable to through intermodal 
transportation in the United States 
domestic offshore trades. It has been 
determined that joint rail/water and 
motor/water rates are subject to the 
Jurisdiction of the Interstate Commerce 
Commission. See Puerto Rico Maritime 
Shipping Authority v. /CC. 645 F.2d 1102 
(D.C. Cir. 1981); Trailer Marine 


Transportation Co. v. FMC, 602 F.2d 329 
(D.C. Cir. 1979). 

In view of the above, the Co mmis sion 
proposes the amendment of 46 CFR 
550.5(b)(8)(xiv) and the removal of 46 
CFR 550.a If these proposals are 
adopted, the Commission will ensure 
that new Part 514, the Automated Tariff 
Filing and Information system rules, is 
appropriately conformed. 

Although the Commission, as an 
independent regulatory agency, is not 
subject to Executive Order 12291, dated 
February 17.1981, it nonetheless has 
reviewed the proposed rule in terms of 
that Order and determined that the 
proposed rule is not a “major rule” as 
defined in Executive Order 12291 
because it will not result in: 

(1) An annual effect on the economy 
of $100 million or more: 

(2) A major increase in costs or prices 
for consumers, individual industries. 
Federal State or local government 
agencies, or geographic regions; or 

(3) Significant adverse effects on 
competition, employment, investment 
productivity, innovations, or the ability 
of United States-based enterprises to 
compete with foreign-based enterprises 
in the domestic or export markets. 

Pursuant to the Regulatory Flexibility 
Act. 5 U.S.C. 601 et seq., the Federal 
Maritime Commission certifies that the 
proposed rule wiU not if adopted, have 
a significant economic impact on a 
substantial number of small entities, 
including small businesses, small 
organizational units and small 
government jurisdictions. 

This proposed rule does not contain 
any collection of information 
requirements as defined by the 
Paperwork Reduction Act of 1980. as 
amended. Therefore, OMB review is not 
required. 

List of Subjects 

46 CFR Part 550 

Maritime carriers. Reporting and 
recordkeeping requirements. 

46 CFR Part 580 

Freight, Maritime carriers. Reporting 
and recordkeeping requirements. 

Therefore, pursuant to 5 U.S.C. 553; 
sections 18. 35 and 43 of the Shipping 
Act, 1916, 46 U.S.C. app. 817, 833a and 
841a; section 2 of the Intercoastal 
Shipping Acl 1933, 46 U.S.C app. 844; 
and sections 8,10,11.12.13.17 and 23 of 
the Shipping Act of 1984,46 U.S.C. app. 
1707,1709,1710,1711.1712.1716 and 
1722; Title 46. Code of Federal 
Regulations, is proposed to be amended 
as follows: 
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PART 550—(AMENDED! 

1. The authority citation for part 550 
continues to read as follows: 

Authority: 5 U.S.C. 553:46 U.S.C. app. 812, 
614.815« 817. 820, 833a, 841a. 843. 844. 845. 
845a. 845b. and 847. 

§550. [Amended] 

2. Section 550.1(a)(9) is removed. 

3. Section 550.5(b)(8)(xiv)(A) 
introductory text is revised to read as 
follows: 

§ 550.5 Contents of tariffs. 

t • , ♦ • • 

(b) • • • 

( 8 ) • • • 

(xiv) • * * 

(A) Automobiles shall be rated by 
measure. The cubic measurements for 
the five most recent model years will be 
that prescribed by the manufacturer of 
the particular make and model as shown 

on pages-to-herein. 

• * • • * 

4. Section 550.8 is removed and 
reserved. 

PART 58(M AMENDED] 

1. The authority citation for Part 580 
continues to read as follows: 

Authority; 5 U.S.C. 553; 46 U.S.C. app. 1702- 
1705.1707.1709.1710-1712.1714-1718.1718. 
and 1722. 

§580.12 [Removed] 

2. Section 580.12(c) is removed. 

By the Commission. 

joseph C Polking. 

Secretary. 

(FR Doc. 92-13036 Filed 6-3-92; 8:45 am] 

BILLING CODE 6730-01-M 


FEDERAL COMMUNICATIONS 
COMMISSION 

47 CFR Part 73 

(MM Docket No. 91-259, Rms-7309, 7942, 
7943, 7944, 7948) 

Radio Broadcasting Services; 
Canovanas, Cuiebra, Las Pledras. 
Mayaguez, Quebradillas, San Juan, 
Santa Isabel and Vieques, Puerto Rico, 
and Christiansted and Fredericksted, 
Virgin Islands 

agency: Federal Communications 
Commission. 

action: Proposed rul e; further notice. 

SUMMARY: The Commission requests 
comments on a counterproposal and 


interrelated proposals filed in response 
to the Notice of Proposed Rule Making 
in this proceeding. See 56 FR 46783. 
September 16.1991. Amor Family 
Broadcasting Group seeks the allotment 
of Channel 251A to Santa Isabel. Puerto 
Rico, as its first local aural transmission 
service. V.I. Stereo Communications 
Corp. requests the reallotment of . 
Channel 291B from Christiansted. Virgin 
Islands, to Vieques, Puerto Rico, the 
modification of Station WVIS’ license 
accordingly, and the substitution of 
Channel 254A for unoccupied but 
applied for Channel 293A at Cuiebra, 
Puerto Ricoi Luis Hernandez requests 
the allotment of Channel 253A to 
Fredericksted, Virgin Islands, as its first 
local aural transmission service. Carlos 
J. Colon-Ventura counterproposes the 
substitution of Channel 252A for 
Channel 255B at Vieques, the 
reallotment of Channel to Las Piedras. 
Puerto Rico, instead of Canovanas. 
Puerto Rico, and the modification of 
Station WSAN’s license accordingly. 
These channel allotments require the 
same channel changes at San Juan, 
Mayaguez and Quebradillas as set forth 
in the Notice of Proposed Rule Making, 
supra. See Supplementary Information. 
infra. 

dates: Comments must be filed on or 
before July 20,1992, and reply comments 
on or before August 4,1992. 

ADDRESSES: Federal Communications 
Commission, Washington DC 20554. In 
addition to filing comment with the FCC, 
interested parties should serve the 
petitioner, or its counsel or consultant, 
as follows: James L Oyster, Esq., Route 
1, Box 203A, Castleton, Virginia 22716 
(Counsel to Arzuaga); Frank R. Jazzo, 
Esq., Fletcher, Heald & Hildreth, 1225 
Connecticut Avenue, NW., suite 400, 
Washington DC 20036-2679 (Counsel to 
Colon-Ventura); Jose Manuel Rodriquez, 
President, Amor Family Broadcasting 
Group, P.O. Box 1295. Santa Isabel, 
Puerto Rico 00757 (Petitioner for Santa 
Isabel): Luis Hernandez, P.O. Box 980, 
Quebradillas, Puerto Rico 00678 
(Petitioner for Fredericksted); John B. 
Kenkel, Esq., Kenkel & Associates, 
1220—19th Street. NW.. suite 202, 
Washington. DC 20036 (Counsel to 
WKJB); and John P. Bankston, Seq., 
Hopkins & Sutter. 888—16th Street. NW.. 
Washington, DC 2006 (Counsel to Arso). 
FOR FURTHER INFORMATION CONTACT: 
Leslie K. Shapiro. Mass Media Bureau, 
(202) 634-6530. 

SUPPLEMENTARY INFORMATION: This is a 
synopsis of the Commission's Further 
Notice of Proposed Rule Making. MM 
Docket No. 91-259, adopted May 15, 


1992, and released May 29,1992. The full 
text of this Commission decision is 
available for inspection and copying 
during normal business hours in the FCC 
Dockets Branch (Room 230), 1919 M 
Street. NW., Washington. DC. The 
complete text of this decision may also 
be purchased from the Commission's 
copy contractor. Downtown Copy 
Center. (202) 452-1422,1714 21st Street. 
NW., Washington, DC 20036. 

Channel 251A can be allotted to Santa 
Isabel in compliance with the 
Commission's minimum distance 
separation requirements with a site 
restriction of 3.6 kilometers (2.3 miles) 
east to avoid a short-spacing to 
proposed Channel 254B at Mayaguez. at 
coordinates North Latitude 17-58-12 and 
West Longitude 66-22-09. Channel 291B 
can be allotted to Vieques without the 
imposition of a site restriction, at 
coordinates 18-19-39: 65-18-05. Channel 
254A can be allotted to Cuiebra without 
the imposition of a site restriction, at 
coordinates 18-18-18: 65-18-06. Channel 
253A can be allotted to Fredericksted, 
without the imposition of a site 
restriction, at coordinates 17-42-48: 64- 
53-00. Channel 252A can be allotted to 
Las Piedras with a site restriction of 14.6 
kilometers (19.1 miles) northeast to 
avoid short-spacings to Stations WBRQ, 
Channel 249A, Cidra, Puerto Rico, and 
to proposed Channel 251A at Santa 
Isabel, at coordinates 16-16-14; 65-45- 
33. 

Provisions of the Regulatory 
Flexibility Act of 1980 do not apply to 
this proceeding. 

Members of the public should note 
that from the time a Notice of Proposed 
Rule Making is issued until the matter is 
no longer subject to Commission 
consideration or court review, all ex 
parte contacts are prohibited in 
Commission proceedings, such as this 
one, which involve channel allotments. 
See 47 CFR 1.1204(b) for rules governing 
permissible ex parte contacts. 

For information regarding proper filing 
procedures for comments, see 47 CFR 
1.415 and 1.420. 

List of Subjects in 47 CFR Part 73 

Radio Broadcasting. 

Federal Communications Commission. 
Michael, C. Ruger, 

Acting Chief Allocations Branch, Policy and 
Rules Division. Mass Media Bureau. 

[FR Doc. 92-13056 Filed 6-3-92; 8:45 am] 
aiLLlNO CODE srii-oi-ii 
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INTERSTATE COMMERCE 
COMMISSION 

49 CFR Part 1321 
[Ex Parle No. IIC-208] 

Nonoperating Motor Camera- 
Collection of Undercharges 

agency: Interstate Commerce 

Commission. 

action: Proposed rules. 

SUMMARY: The Commission is proposing 
rules, that would apply to certain types 
of undercharge claims asserted by motor 
carriers that cease operating (because of 
bankruptcy, voluntary liquidation or 
otherwise) and/or their representatives. 
The proposal is prompted by recent 
attempts by defunct motor carriers to 
expand their collection efforts so as to 
unilaterally and retroactively substitute 
a higher tariff rate for the tariff rate 
originally billed for a past shipment, or 
disavow the contract rates where the 
shipment had moved as contract 
carnage, on grounds that the tariff or 
contract rate originally billed was either 
inapplicable, invalid, or unlawful. The 
rules would impose procedures to 
provide for an initial review by the 
Commission of the claims of these 
carriers, prior to rebilling and any 
attempts to collect amounts in addition 
to those originally billed, to screen out 
claims that lack any legitimate basis. 
dates: Comments are due July 6,1992. 
Replies are not permitted. 

ADDRESSES: Send an original and 10 
copies of comments referring to Ex Parte 
No. MC-208 to: Office of the Secretary, 
Case Control Branch, Interstate 
Commerce Commission, Washington, 

DC 20423. 

FOR FURTHER INFORMATION CONTACT: 

Thomas Dahl (202) 027-6289 or Richard 
Felder (202) 927-5610 [TDD for hearing 
impaired: (202) 927-6721). 
SUPPLEMENTARY INFORMATION: The 
Commission is instituting a rulemaking 
proceeding on its own motion to 
consider whether to adopt regulations to 
address the problem of undercharge 
collections by moter carriers that have 
ceased operating or by their trustees, 
agents, or assigns. The Commission's 
general authority to supervise motor 
carrier rates and tariff publication vest it 
with primary jurisdiction to determine in 
the first instance (subject to appropriate 
court review) whether a particular rate 
is unreasonable, unlawful, and/or 
inapplicable. In addition, the 
Commission has primary jurisdiction to 
determine whether a transportation 
service constitutes contract or common 
carriage, and whether credit and 


collection practices are unreasonable 
and unlawful. 

In the past the Commission has not 
always insisted upon exercising its 
oversight authority to the fullest extent 
by directly supervising every single 
undercharge claim that a carrier may 
bring. However, based on recent 
experience, the Commission 
preliminarily concludes that it needs to 
exercise its oversight authority to the 
fullest extent over the claims of carriers 
that are no longer operating, since that 
is where the potential for abuse is the 
greatest. Therefore, the Commission 
now proposes procedures to provide for 
an initial review by the Commission of 
certain types of claims by these carriers 
and/or their representatives, prior to 
rebilling. The full text of the proposed 
regulations is Set forth below. 

Additional information is contained in 
the Commission’s decision. To obtain a 
copy of the full decision, write to, call, 
or pick up in person from: Office of the 
Secretary, room 2215, Interstate 
Commerce Commission. Washington, 

DC 20423. Telephone: (202) 927-742a 
[Assistance for the hearing impaired is 
available through TDD services (202) 
927-5721.) 

Environmental and Energy 
Considerations 

The Commission preliminarily 
concludes that the proposed action will 
not significantly affect either the quality 
of the human environment or the 
conservation of energy resources. 

Initial Regulatory Flexibility Analysis 

The Commission also preliminarily 
concludes that the proposed regulations 
would not have a significant economic 
impact on a substantial number of small 
entitites. 

List of Subjects in 49 CFR part 1321. 

Motor carriers. Undercharges. 

Decided: May 28,1992. 

By the Commission, Chairman Philbin, Vice 
Chairman McDonald, Commissioners 
Simmons, Phillips, and Emmett. 

Sidney L. Strickland, Jr*« 

Secretary, 

For the reasons set forth in the 
Preamble, the Commission proposes to 
amend title 49. chapter X. of the Code of 
Federal Regulations, by adding a new 
part 1321 as follows: 

PART 1321—NONOPERATING MOTOR 
CARRIERS—COLLECTION OF 
UNDERCHARGES 

Sec. 

1321.1 Nonoperating motor carriers— 
undercharge collection. 

1321.2 Disavowal of triff rates. 


1321.3 Disavowal of contract carrier 
charges. 

1321.4 Notice to shipper. 

1321.5 Scope of rules. 

Authority: 49 U.S.C 10101,10102,10321. 
10521,10701,10702,10704,10741,10743.10761, 
10762.10764,10921,10923,11144,11901.11903, 
11904.11906; 5 U.S.C 553. 

S 1321.1 Nonoperating motor carriers— 
undercharge collection. 

Motor carriers that have ceased 
operation (because of bankruptcy, 
voluntary liquidation or otherwise), as 
well as their representatives, estates, 
assigns, or others who may assert 
undercharge claims purportedly founded 
on the regulatory requirements of the 
Interstate Commerce Act or Commission 
regulations, are subject to the rules in 
this part at all stages of the collection 
process, including the initial phase of 
rebilling. These regulations extend to 
pending claims (including claims 
already pending in court), as well as 
future claims. 

S 1321.2 Disavowal of tariff rates. 

A person subject to this Part seeking 
to rebill for a past shipment based on 
the substitution of a different (higher) 
tariff rate for the tariff rate billed at the 
time of shipment, whether on 
lawfulness, reasonableness, or 
applicability grounds, must obtain prior 
Commission review and approval for the 
substitution of the different tariff rates. 

S 1321.3 Disavowal of contract carrier 
charges. 

A person subject to this Part seeking 
to rebill for a past shipment based on 
the substitution of a common carrier 
tariff rate for contract carriage charges 
originally billed, must obtain prior 
Commission review and approval for the 
substitution of a (higher) tariff rate. 

§ 1321.4 Notice of shipper. 

A person subject to this Part seeking 
undercharges that are covered by these 
rules must notify the shipper in writing, 
simultaneously with its filing with the 
Commission (or following the effective 
date of these regulations, for pending 
claims), to advise that: 

(a) The Commission has/or will give a 
preliminary review to the undercharge 
claims under S 1321.2 or 1321.3 (as 
appropriate); 

(b) In doing so the Commission will 
consider any affirmative defenses that 
the shipper may raise based on the 
Interstate Commerce Act or Commission 
regulations; and 

(c) The shipper may contact the 
Commission's Office of Public 
Assistance or the Bureau of Traffic’s 
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Section of Rates and Informal Cases for 
further information and assistance. 

§ 1321.5 Scope of rules. 

The provisions of this Part do not 
apply to rebillings that: 

(a) Seek to collect the (lowest 
available) tariff rate where the rate 
originally billed was not contained in a 
tariff on file with the Commission; or 

(b) Seek to collect the unpaid portion 
of the originally billed tariff rate or 
contract charges, together with any 
interest or late payment charges that are 
permitted by Commission regulations. 

(FR Doc. 92-13093 Filed 6-3-92; 8:45 am| 

BILUNO CODE 703$-01-M 
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This section of the FEDERAL REGISTER 
contains documents other than rules or 
proposed rules that are applicable to the 
public. Notices of hearings and 
investigations, committee meetings, agency 
decisions and rulings, delegations of 
authority, filing of petitions and 
applications and agency statements of 
organization and functions are examples 
of documents appearir>g in this section. 


DEPARTMENT OF AGRICULTURE 

Forms Under Review by Office of 
Management and Budget 

May 29.1992. 

The Department of Agriculture has 
submitted to OMB for review the 
following proposals for the collection of 
information under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35) since the last list was 
published. This list is grouped into new 
proposals, revisions, extensions, or 
reinstatements. Each entry contains the 
following information: 

(1) Agency proposing the information 
collection; 

(2) Title of the information collection; 

(3) Form number (s), if applicable; 

(4) How often the information is 
requested; 

(5) Who will be required or asked to 
report; 

(6) An estimate of the number of 
responses; 

(7) An estimate of the total number of 
hours needed to provide the information; 

(0) Name and telephone number of the 
agency contact person. 

Questions about the items in the 
listing should be directed to the agency 
person named at the end of each entry. 
Copies of the proposed forms and 
supporting documents may be obtained 
from: Department Clearance Officer, 
USDA, OIRM, Room 404-W Admin. 
Bldg.. Washington, DC 20250, (202) 690- 
2118. 

Reinstatement 

• Farmers Home Administration. 7 
CFR 1955-B, Management of Property. 
On occasion. Individuals or households; 
State or local governments; Businesses 
or other for-profit; Small businesses or 
organizations; Federal agencies or 
employes; 2,810 responses; 960 hours. 
Jack Holston (202) 720-9736. 


Extension 

• Farmers Home Administration. 7 
CFR 198a-G. Nonprofit National 
Corporation Loan and Grant Program. 
FmHA 1900-60, 61, and 63. On occasion; 
Quarterly; Recordkeeping. State or local 
governments; Businesses or other for- 
profit; Non-profit institutions; 354 
responses; 487 hours. Jack Holston (202 
720-9736. 

Donald E. Hulcher, 

Deputy Departmental Clearance Officer. 

|FR Doc. 92-13066 Filed 6-2-92; 8:45 ami 
BtLUMQ CODE 341(M)1>M 


Forest Service 

Exemption From Appeal, Far East 
Salvage and Recovery Project, Boise 
National Forest, Idaho 

agency: Forest Service. USDA. 
action: Notice of exemption from 
appeal. 

summary: This is notification that 
timber salvage harvest, insect baiting 
and trapping, and reforestation 
activities to rehabilitate and recover 
natural resources from recent insect 
epidemics on the Far East project area 
of the Lowman Ranger District on the 
Boise National Forest are exempt from 
appeal in accordance with 36 CFR 
217.4(a)(ll). 

dates: The appeal exemption is 
effective on publication of this notice in 
the Federal Register. The Far East final 
environmental impact statement is 
effective 30 days after publication of the 
Notice of Availability in the Federal 
Register. 

FOR FURTHER INFORMATION CONTACT: 

Mark Sigrist, Timber Management 
Assistant, Lowman Ranger District, 

Boise National Forest, HC 77 Box 3020, 
Lowman. ID 83637, Telephone: 208-259- 
3361. 

SUPPLEMENTARY INFORMATION: Several 
years of drought in southewest Idaho 
have reduced soil moisture and 
weakened conifer trees. Consequently, 
douglas-fir bark bettle, mountain pine 
bettle, and tussock moth insect 
populations have dramatically increased 
and reached epidemic levels on the 
Bosie National Forest. It is estimated 
that more than 400,000 trees larger than 
12 inches in diameter have died on the 


Forest since 1986 as a result of insect 
damage. 

As part of the effort to rehabilitate 
and recover natural resources damaged 
by the insect epidemic, the Lowman 
Ranger District has developed a 
proposal to harvest dead and dying 
timber, bait and trap insects, and 
reforest damaged acres. The Lo%vman 
District has analyzed the Far East area 
and has identified issues, developed 
alternatives, and analyzed the effects of 
implementing timber salvage and other 
recovery activities, and documented the 
results of the analysis in an 
environmental impact statement. 

The analysis area for Far East is 
located ten miles east of Lowman. 

Idaho. The area consists of 13.000 acres 
with insect damage and mortality 
scattered throughout. The Forest will 
harvest approximately 15 million board 
feet of dead and dying trees using 
helicopter logging systems. Cutting areas 
would average less than five acres in 
size and would not exceed 25 acres. 
Cutover areas greater than 20 acres 
would be replanted, and smaller areas 
may be replanted depending on 
accessibility. Natural regeneration 
would be used to reforest smaller areas. 
The Forest also proposes to bait and 
trap insects within the project area to 
help break up breeding cycles and 
reduce future insect populations. There 
is no new road construction proposed 
for the salvage operations. 

Management direction for the Far East 
area is established in the Boise National 
Forest Land and Resource Management 
Plan (Forest Plan). The Forest Plan 
provides for the removal of salvage 
timber from lands within the project 
areas. In addition, the Forest Plan 
describes standards which must be met 
when harvesting timber to protect soil, 
water, wildlife, visual, and other on-site 
resources. The proposed action for the 
Far East project is consistent with 
standards and guidelines, objectives, 
and direction contained in the Forest 
Plan. 

Far East contains a 2260 acre portion 
of the Ten Mile/Black Warrior 
Inventoried Roadless Area. The portion 
of this roadless area that is within the 
proposed salvage area has been 
allocated to commercial timber 
production by the Forest Plan. 
Approximately 12 million board feet 
would be harvested from the roadless 
area using helicopters. Landings would 
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be constructed adjacent to existing 
roads outside the roadless area. 

Forest Pest Mangement specialists 
and District foresters have analyzed the 
insect situation and have found no 
economical or practical means to control 
the insect epidemic. Although salvage 
harvesting, bating/trapping, and 
reforestation will not control the 
epidemic, these activities will: (1) Help 
to break up insect breeding cycles. (2) 
recover valuable timber that would 
otherwise deteriorate, and (3) reforest 
those areas that have been left without 
tree cover as a result of the insect- 
caused mortality. It is extremely 
important to remove the dead and dying 
timber prior to deterioration and 
subsequent value losses. Through the 
salvage timber sale, breeding insects 
can be trapped and removed and 
Knutson-Vandenburg (K-V) funds can be 
generated for use to restore forest 
resources that have been damged by the 
insect epidemic. 

The Forest Supervisor has determined 
through preliminary scoping and 
environmental analysis that there is 
sufficient justification to expedite this 
project. The decision will be 
implemented after publication of this 
notice in the Federal Register, and the 
final environmental impact statement 
will be implemented after 30 days from 
the publication of a Notice of 
Availability in the Federal Register. 

If the project is delayed because of an 
appeal (delays of up to 150 days are 
possible), it is likely that the salvage 
harvest could not be implemented 
during the 1992 normal operating 
season. This would result In a loss of 
volume and value of the timber due to 
deterioration. The total estimated value 
of the merchantable dead and dying 
limber is $1,000,000. Of this, 
approximately $250,000 would be 
returned to counties from 25 percent 
fund receipts. Delays resulting from 
appeals could cause the loss of up to 
half of this value and potentially make 
the salvage sale unattractive to timber 
purchasers, which would jeopardize the 
objectives of the rehabilitation and 
recovery project. 

Pursuant to 36 CFR 217.4(a)(ll), it is 
my decision to exempt the Far East 
Salvage and Recovery Project. Idaho 
City Ranger District. Boise National 
forest, from appeaL The final 
environmental impact statement 
discloses the effects of the proposed 
action on the environment and 
addresses issues resulting from the 
proposal. 


Dated: May 29.1992. 

Clair C Beasley. 

Deputy Regional Forester, Intermountain 
Region, USD A Forest Service. 

|FR Doc. 92-13016 Filed 6-3-92: 6*45 am| 
BtLUNQ COO€ S4Ye.11-M 


Exemption From Appeal, Featherville 
Salvage Sale, Boise National Forest, 

ID. 

agency: Forest Service, USDA. 
action: Notice of exemption from 
appeal. 

SUMMARY: This is notification that 
limber salvage harvest and reforestation 
activities to recover and rehabilitate 
natural resources from recent insect 
epidemics on the Featherville project 
area. Mountain Home Ranger District, 
Boise National Forest, are exempt from 
appeal in accordance with 36 CFR 
217.4(a)(ll). 

DATES: June 4.1992. 

FOR FURTHER INFORMATION CONTACr. 

Steve Williams. Timber Management 
Assistant. Mountain Home Ranger 
District. Boise National Forest. 2180 
American Legion Boulevard. Mountain 
Home. ID 83647, Telephone: 208-587- 
7961. 

SUPPLEMENTARY INFORMATION: Several 
years of drought in southwest Idaho 
have reduced soil moisture and 
weakened conifer trees. Consequently, 
Douglas-fir tussock moth, and bark 
beetle populations have dramatically 
increased and reached epidemic levels 
on the Boise National Forest. It is 
estimated that more than 400.000 trees 
larger than 12 inches in diameter have 
died on the Forest as a result of insect 
damage since 1986. 

As part of the effort to recover and 
rehabilitate natural resources damaged 
by the insect epidemic. Mountain Home 
Ranger District personnel have 
developed a proposal to harvest dead 
and dying timber, and reforest damage 
acres. The Forest Service has analyzed 
the Featherville Salvage Area and has 
identified issues, developed alternatives, 
and analyzed the effects of 
implementing timber salvage and other 
recovery activities. 

The analysis area for the Featherville 
Environmental Assessment (EA) is 
located 60 miles northeast of Mountain 
Home. Idaho. The area includes about 
40,000 acres with insect mortality 
scattered throughout. The Forest will 
harvest approximately 10 million board 
feet of dead and dying trees using 
helicopter logging system. Cutting areas 
would average less than five acres in 
size and would not exceed 20 acres. 


Cutover areas greater than 10 acres 
would be replanted, and smaller areas 
may be replanted depending on 
accessibility. Natural regeneration 
would be used to reforest smaller areas. 

There is no road construction or 
reconstruction proposed for the salvage 
operations. Helicopter landings would 
be constructed or reconstructed along 
existing roads. 

Management direction for the 
Featherville area is established in the 
Boise National Forest Land and 
Resource Management Plan (Forest 
Plan). The Forest Plan provides for the 
removal of salvage timber from lands 
within the project area. The Forest Plan 
also describes standards to protect soil 
water, wildlife, visual, and other 
resources, when harvesting limber. The 
proposed action for the Featherville 
project is consistent with standards and 
guidelines, objectives, and direction 
contained in the Forest Plan. 

The Featherville Salvage Area 
includes a portion of the Rainbow 
(15.400 acres), and all of the Whiskey 
Jack (7,700 acres) Inventoried Roadless 
Areas. Both Roadless Areas within the 
Featherville Management Area have 
been allocated to commercial timber 
production as well as other multiple 
uses by the Forest Plan. Approximately 
eight million board feet would be 
harvested from the Roadless Areas 
using helicopters. Landings would be 
constructed adjacent to existing roads 
outside the roadless areas. 

Forest Pest Management Specialists 
and District Foresters have analyzed the 
insect situation and have found no 
economical or practical means to control 
the insect epidemic. Although salvage 
harvesting and reforestation will not 
control the epidemic, these activities 
will: (1) Recover value timber that 
would otherwise deteriorate, and (2) 
reforest those areas that have been left 
without tree cover as a result of the 
insect-caused mortality. It is extremely 
important to remove the dead and dying 
timber prior to deterioration and 
subsequent value losses. Through the 
salvage timber sale, breeding insects 
can be removed in the logs (bark 
beetles) and Knutson-Vandenburg (K-V) 
funds can be generated for use to restore 
forest resources that have been 
damaged by the insect epidemic. 

The Forest Supervisor has determined 
through preliminary scoping and 
environmental analysis that there is 
sufficient justification to expedite this 
project. The decision will be 
implemented after publication of this 
notice in the Federal Register 

If the project is delayed because of an 
appeal (delays of up to 150 days are 
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possible), it is likely that the salvage 
harvest could not be implemented 
during the 1992 normal operating 
season. This would result in a loss of 
volume and value of the timber due to 
deterioration. The total estimated value 
of the merchantable dead and dying 
timber is $750,000. Of this, 
approximately $187,000 would be 
returned to counties from 25 percent 
fund receipts. Delays resulting from 
appeals could cause the loss of up to 
half of this value and potentially make 
the salvage sale unattractive to timber 
purchasers. This would jeopardize the 
objectives of the recovery and 
rehabilitation project. 

Pursuant to 36 CFR217.4(a)(ll). it is 
my decision to exempt the Featherville 
Salvage and Recovery Project, Mountain 
Home Ranger District, Boise National 
Forest, from appeal. The environmental 
assessment discloses the effects of the 
proposed actions on the environment 
and will address issues resulting from 
the proposal. 

Dated: May 29,1992. 

Clair C. Beasley, 

Deputy Regional Forester, Intermountain 
Reegion, USDA Forest Service, 

|FR Doc. 92-13015 Filed 6-3-92: 8:45 am] 
BILUNG COOC 3410-1S-M 


Soli Conservation Service 

Upper North Bosque River Watershed 
Erath and Hamilton Counties, TX; 
Finding of No Significant Impact 

agency: Soil Conservation Service. 
USDA. 

action: Notice of a finding of no 
significant impact. 

summary: Pursuant to section 102(2](C) 
of the National Environmental Policy 
Act of 1969; the Council on 
Environmental Quality Guidelines (40 
CFR part 1500); and the Soil 
Conservation Service Guidelines (7 CFR 
part 650); the Soil Conservation Service. 
U.S. Department of Agriculture, gives 
noticrthat an environmental impact 
statement is not being prepared for the 
Upper North Bosque River Watershed, 
Erath and Hamilton Counties. Texas. 
FOR FURTHER INFORMATION CONTACT. 
Harry W. Oneth. State Conservationist. 
Soil Conservation Service, 101 South 
Main. Temple, Texas 76501-7682. 
telephone (817) 774-1214. 
SUPPLEMENTARY INFORMATION: The 
environmental assessment of this 
federally assisted action indicates that 
the project will not cause significant 
local, regional, or national impacts on 
the environment. As a result of these 
findings. Harry W. Oneth. State 


Conservatonist. has determiend that the 
preparation and review of an 
environmental impact statement are not 
needed for this project. 

The project will improve surface 
water and ground water quality in and 
below the watershed by assisting in a 
program to reduce the pollutant load 
from dairies by 70 percent. The plan will 
provide financial and technical 
assistance to install animal waste 
management systems and associated 
land treatment practices on 31 dairy 
farms. Implementation of the plan will 
be accomplished through the local soil 
and water conservation districts. This 
project will be supplemented by the 
Agricultural Conservation Program and 
Great Plains Conservation Program in 
the watershed. The plan will be applied 
during a ten-year period. 

The Notice of a Finding of No 
Significant Impact (FONSI) has been 
forwarded to the Enviromental 
Protection Agency and to various 
Federal, State, and local agencies and 
interested parties. A limited number of 
copies of the FONSI are available to ffll 
single copy requests at the above 
ad^ss. Basic data developed during 
the environmental assessment are on 
file and may be reviewed by contacting 
Harry W. Oneth. 

No administrative action on 
implementation of the proposal will be 
taken until 30 days after the date of this 
publication in the Federal Register. 

Dated: May 20.1992. 

Hairy W. Oneth, 

State Conservationist. 

|FR Doc, 92-13120 Filed 6-3-92: 8:45 am) 
BILUNG CODE 3410-ie-M 


DEPARTMENT OF COMMERCE 

International Trade Administration 

University of Nebraska-Uncoln, et al.; 
Consolidated Decision on Applications 
for Duty-Free Entry of Scientific 
Instruments 

This is a decision consolidated 
pursuant to section 6(c) of the 
Educational, Scientific, and Cultural 
Materials Importation Act of 1966 (Pub. 
L. 89-651, 80 Stat. 897; 15 CFR part 301). 
Related records can be viewed between 
8:30 a.m. and 5 p.m. in room 4211, U.S. 
Department of Commerce, 14th and 
Constitution Avenue, NW., Washington, 
DC. 

Comments: None received. Decision: 
Approved. No instrument of equivalent 
scientific value to the foreign 
instruments described below, for such 
purposes as each is intended to be used. 


is being manufactured in the United 
States. 

Docket Number 92-030. Applicant: 
University of Nebraska-Lincoln. Lincoln, 
NE 68588-0340. Instrument Electro¬ 
magnetic Geophysical Survey 
Instrument. Model EM16/EM16R. 
Manufacturer Geonics Ltd.. Canada. 
Intended Use: See notice at 57 FR11936, 
April 8,1992. Reasons: The foreign 
instrument provides measurements of 
the quadphase as well as the inphase 
secondary field and measures the 
secondary field as a ratio of the primary 
field for independent measurements of 
absolute field strength. Advice Received 
From: The U.S. Geological Survey. May 
8,1992. 

Docket Number 92-026. Applicant 
Virginia Polytechnic Institute and State 
University. Blacksburg, VA 24061-0211. 
Instrument Distillation Unit. Model 
CH81. Manufacturer Normag, Germany. 
Intended Use: See notice at 57 FR 11936, 
April 8.1992. Reasons: The foreign 
Instrument provides: (1) Flexibility for a 
wide range of distillation/separation 
applications, (2) a 20'plate column and. 
(3) five different feed points available by 
a simple turning of valves. Advice 
Received From: The National Institute of 
Petroleum and Energy Research, May 19. 
1992*. 

Docket Number 92-027. Applicant 
U.S. Geological Survey, Sioux Falls. SD 
57198. Instrument Color Digital Image 
Recorder, Model Color Fire 240. 
Manufacturer Cymbolic Sciences 
International, Canada. Intended Use: 

See notice at 57 FR 11936, April 8,1992. 
Reasons: The foreign instrument 
provides capability for using roll film 
rawstock of Aerocolor 2445 type file. 
Advice Received From: The National 
Oceanic and Atmospheric 
Administration. May 8,1992. 

Docket Number 92-037. Applicant 
University of Hawaii. Honolulu. HI 
96822. Instrument Electron Microprobe, 
Model CAMEBAX SX 50. Manufacturer 
Cameca Instruments Inc., France. 
Intended Use: See notice at 57 FR 14388. 
April 20,1992. Reasons: The foreign 
instrument provides an intense electron 
beam to excite characteristic x-rays of a 
sample phase down to l.Oftm area. 
Advice Received From: The National 
Institute of Standards and Technology^ 
October 23.1991 (comparable case). 

The U.S. Geological Survey, National 
Institute of Petroleum and Energy 
Research. National Oceanic and 
Atmospheric Administration, and 
National Institute of Standards and 
Technology advise that (1) the 
capabilities of each of the foreign 
instruments described above are 
pertinent to each applicant's intended 
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purpose and (2) they know of no 
domestic instrument or apparatus of 
equivalent scientiHc value for the 
intended use of each instrument. 

We know of no other instrument or 
apparatus being manufactured in the 
United States which is of equivalent 
scientific value to any of the foreign 
instruments. 

Frank W. Creel 

Director, Statutory Import Programs Staff. 
(FR Doc. 92-13132 Filed 6-3-92: S:45 am| 
WLLIMQ COOC 151(M>S^ 


Applications For Duty-Free Entry of 
Scientific instruments 

Pursuant to section 6(c) of the 
Educational, Scientific and Cultural 
Materials Importation Act of 1966 (Pub. 
L 89-651): 80 Stat. 897; 15 CFR part 301), 
we invite comments on the question of 
whether instruments of equivalent 
scientific value, for the purposes for 
which the instruments shown below are 
intended to be used, are being 
manufactured in the United States. 

Comments must comply with 
Subsections 301.5(a) (3) and (4) of the 
regulations and be filed within 20 days 
with the Statutory Import Programs 
Staff. U.S. Department of Commerce, 
Washington, DC 20230. Applications 
may be examined between 8:30 a.m. and 
5 p.m. in Room 4211, U.S. Department of 
Commerce. 14th and Constitution 
Avenue. NW., Washington. DC. 

Docket Number, 91-188R. Applicant: 
Washington State University. Division 
of Purchasing, French Administration 
Building, room 220, Pullman. WA 99164- 
1020. Instrument Rheometer. 
Manufacturer Physica Messtechnik 
GmbH U Co.. KG. Germany. Original 
notice of this resubmitted application 
was published in the Federal Register of 
lanuaiy 15,1992. 

Docket Number 92-064. Applicant: 
Northwest Missouri State University. 
West 7th Street Maryville, MO 64468. 
Instrument Stopped-fiow Spectrometer, 
Model SF-lB. Manufacturer Hi-Tech 
Scientific, United Kingdom. Intended 
Use: The instrument will be used for 
teaching research techniques to 
undergraduate students in chemistry 
that they may become familiar with 
stopped-flow techniques and chemical 
kinetics. Application Received by 
Commissioner of Customs: May 6,1992. 

bhcket Number 92-066. Applicant 
Univereity of Miami. Rosenstiel School 
of Maine and Atmospheric Science, 
Division of Marine Biology. 4600 
Rickenbacker Causeway. Miami, FL 
33149-1098, Instrument: (2) Electronic 
Fish Measuring Boards. Model FMB IV, 
Manufacturer Limnoterra Atlantic Inc., 


Canada. Intended Use: The instrument 
will be used to make measurements of 
length, weight and estimation of age in 
order to determine distributional 
characteristics of the Spanish mackerel 
stock. Scombennorus maculatus. 
Application Received by Commissioner 
of Customs: May 6,1992. 

Docket Number 92-067. Applicant: 
University of Vermont, Department of 
Pharmacology. UVM Medical Research 
Center. 55A South Park Drive. 
Colchester. VT 05446-2500. Instrument 
3-D Micromanipulator. Manufacturer 
Narishige. Japan. Intended Use: The 
instrument will be used for studies of 
single ion channels from cellular 
membranes using the patch clamp 
technique. This allows the measurement 
of ionic flow through single ion channels 
from which the functional and kinetic 
properties of the ion channel can be 
determined. The main objective of these 
studies is to characterize different types 
of ion channels. Application Received 
by Commissioner of Customs: May 11. 
1992. 

Docket Number 92-066 Applicant: 
Northwestern University Medical 
School. 303 East Chicago Avenue. 
Chicago, IL 60611. Instrument Multi 
electrode Neuronal Recording System. 
Manufacturer UWE Thomas Recording. 
Germany. Intended Use: The instrument 
will be used to study the interactions 
between neurons in the motor cortex 
and cerebellum, two structures which 
are critically involved in the control of 
limb movement in both monkeys and 
humans. The studies involve training 
monkeys to perform a particular 
sequence of limb movements, while 
recording the activity of the relevant 
neurons. Application Received by 
Commissioner of Customs: May 13.1992. 
Frank W. Creel 

Director, Statutory Import Programs Staff. 

|FR Doc. 92-13131 Filed 6-3-92; 8:45 am) 
B4UJNG CODE 3610-OS-M 


National Institute of Standards and 
Technology 

Announcement of Meeting of National 
Conference on Weights and Measures 

AGENCY: National Institute of Standards 
and Technology, Commerce. 

action: Notice of meeting. 

summary: Notice is hereby given that 
the 77th Annual Meeting of the National 
Conference on Weights and Measures 
will be held July 19 through 23.1992. at 
the Stouffer Nashville Hotel. Nashville. 
Tennessee. The meeting is open to the 
public. 


The National Conference on Weights 
and Measures is an organization of 
weights and measures enforcement 
officials of the States, counties, and 
cities of the United States, and private 
sector representatives. The interim 
meeting of the conference, held in 
January 1992, as well as the annual 
meeting, bring together enforcement 
officials, other government officials, and 
representatives of business, industry, 
trade associations, and consumer 
organizations to discuss subjects that 
relate to the field of weights and 
measures technology and 
administration. 

Pursuant to section 2(5) of its Organic 
Act (15 U.S.C 272(5)). the National 
Institute of Standards and Technology 
acts as a sponsor of the National 
Conference on Weights and Measures in 
order to promote uniformity among the 
States in the complex of laws, 
regulations, methods, and testing 
equipment that comprises regulatory 
control by the States of commercial 
weighing and measuring. 

DATE: The meeting will be held July 19- 
23,1992. 

LOCATION Of MEETING: StOuffer 
Nashville Hotel, Nashville. Tennessee. 

FOR FURTHER INFORMATION CONTACT: 

Carroll S. Brickenkamp. Executive 
Secretary, National Conference on 
Weights and Measures. P.O. Box 4025. 
Gaithersburg. Maryland 20885. 
Telephone (301) 975-4005. 

Dated: May 28.1992. 

|ohn W. Lyons, 

Director. 

[FR Doc. 92-12984 Filed 6-3-92; 8:45 am] 
BILUNQ COOC 


National Oceanic and Atmospheric 
Administration 

Mid-Atlantic Fishery Management 
Council; Public Meetings 

AGENCY: National Marine Fisheries 
Service, NOAA, Commerce. 

The Mid-Atlantic Fishery 
Management Council (Council) and its 
following Committees will hold meetings 
at the Radisson Hotel Philadelphia 
Airport, 500 Stevens Drive. Philadelphia, 
PA, telephone: (215) 521-5900. The 
meeting will be held on June 23. 24, and 
25.1992. 

The committee meetings to be held on 
June 23 are: Bluefish Monitoring 
Committee—10 a.m. until 12 p.m. 

Coastal Migratory Species Committee— 
1:30 p.m. until 2:30 p.m. Habitat 
Committee—1:30 p.m. until 4 p.m. Large 
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Pelagic Committee—2:30 p.m. until 4 
p.m. 

There will also be a scoping meeting 
on scup Sr black sea bass beginning at 
7:00 p.m. 

The Council will begin its regular 
meeting on June 24 at 8:00 a.m. and 
adjourn on June 25 at approximately 1 
p.m. There will also be a hearing on the 
revision to the Summer Flounder Fishery 
Management Plan Amendment ^2 on 
June 24 at 7:00 p.m. 

In addition to hearing committee 
reports, the Council will be making its 
recommendations to the Regional 
Director for bluefish management in 
1993; is scheduled to adopt the 
resubmsision of Amendment #2; will 
hold discussion on artificial reefs and 
other fishery management matters as 
deemed necessary. The Council also 
may go into closed session (not open to 
the public) to discuss personnel and/or 
national security matters. 

For more information, contact John C. 
Bryson, Executive Director. Mid-Atlantic 
Fishery Management Council, room 
2115, Federal Building, 300 South New 
Street. Dover, DE19901: telephone: (302) 
674-2331. 

Dated: )une 1.1992. 

David S. Crestin, 

Deputy Director, Office of Fisheries 
Conservation and Management National 
Marine Fisheries Serx'ice. 

im Doc. 92-13128 Filed 6-3-92: 8:45 ani| 

BILLING COO€ 3510-22-M 


Pacific Fishery Management Council; 
Public Meeting 

AGENCY: National Marine Fisheries 
Service. NOAA. Commerce. 

The Pacific Fishery Management 
Councifs (Council) Coastal Pelagic 
Species Advisory Subpanel and Plan 
Development Team will hold a public 
meeting on June 30,1992, beginning at 11 
a.m. The meeting will be held at the 
National Marine Fisheries Service. 
Southwest Regional office. 501 West 
Ocean Boulevard, suite 4200, Long 
Beach, CA. 

The purpose of this meeting is to 
discuss the preliminary anchovy 
biomass estimate and status of the 
fishery. There will not be discussions on 
the draft fishery management plan being 
developed to manage anchovy. Pacific 
mackerel, sardines, and jack mackerel. 

P'or more information contact Patricia 
Wolf from the California Department of 
Fish and Game at (213) 590-5117 or 
Larry Jacobson from the National 
Marine Fisheries Service at (619) 546- 
7117. For those individuals planning on 


attending this meeting, there is no public 
parking in the building, however, public 
parking is available immediately behind 
the building on Magnolia Street at a cost 
of $3.00 per day. 

Dated: |une 1.1992. 

David S. Crestin. 

Deputy Director, Office of Fisheries 
Conservation and Management National 
Marine Fisheries Service, 

|FR Doc. 92-13127 Filed 6-3-92: 8:45 am| 
BILUNG CODE 35t0-22-M 


COMMITTEE FOR THE 
IMPLEMENTATION OF TEXTILE 
AGREEMENTS 

Adjustment and Correction of an 
Import Limit for Certain Man-Made 
Fiber Textile Products Produced or 
Manufactured In Indonesia 

June 1.1992. 

AGENCY: Committee for the 
Implementation of Textile Agreements 
(CITA). 

ACTION: Issuing a directive to the 
Commissioner of Customs adjusting and 
correcting a limit. 

EFFECTIVE DATE: June 8.1992. 

FOR FURTHER INFORMATION CONTACT. 

Jennifer Tallarico. International Trade 
Specialist. Office of Textiles and 
Apparel, U.S. Department of Commerce, 
(202) 377-4212. For information on the 
quota status of this limit, refer to the 
Quota Status Reports posted on the 
bulletin boards of each Customs port or 
call (202) 535-9480. For information on 
embargoes and quota re-openings, call 
(202) 377-3715. 

SUPPLEMENTARY INFORMATION: 

Authority: Executive Order 11651 of March 
3.1972. as amended: section 204 of the 
Agricultural Act of 1956, as amended (7 
U.S.C. 1854). 

The current limit for Category 641 is 
being increased for carryforward. The 
adjusted limit includes a correction to a 
previous directive. 

A description of the textile and 
apparel categories in terms of HTS 
numbers is available in the 
CORRELATION: Textile and Apparel 
Categories with the Harmonized Tariff 
Schedule of the United States (see 
Federal Register notice 56 FR 60101, 
published on November 27,1991). Also 
see 56 FR 26392, published on June 7. 
1991; and 57 FR 20250. published on May 
12,1991. 

The letter to the Commissioner of 
Customs and the actions taken pursuant 
to it are not designed to implement all of 
the provisions of the bilateral 
agreement, but are designed to assist 


only in the implementation of certain of 
its provisions. 

Auggie D. Tantillo. 

Chairman, Committee for the Implementation 
of Textile Agreements. 

Committee for the Implementation of Textile 

Agreements 

June 1,1992. 

Commissioner of Customs. 

Department of the Treasury, Washington, DC 
20229 . 

Dear Commissioner This directive amends, 
but does not cancel, the directive issued to 
you on June 4.1991, by the Chairman. 
Committee for the Implementation of Textile 
Agreements. That directive concerns imports 
of certain cotton, wool, man-made fiber, silk 
blend and other vegetable fiber textiles and 
textile products, produced or manufactured in 
Indonesia and exported during the twelve- 
month period which began on July 1.1991 and 
extends through June 30.1992. 

Effective on June 8.1992. you are directed 
to increase the current limit for Category 641 
to 1.772.310 dozen *, as provided under the 
terms of the current bilateral textile 
agreement between the Governments of the 
United States and Indonesia. 

The Committee for the Implementation of 
Textile Agreements has determined that this 
action falls within the foreign affairs 
exception to the rulemaking provisions of 5 
U.S.C. 553(a)(lJ. 

Sincerely, 

Auggie D. Tantillo. 

Chairman, Committee for the Implementation 
of Textile Agreements. 

|FR Doc. 92-13130 Filed 6-3-92: 8:45 am] 

BILLING CODE 35fO-DR-f 


DEPARTMENT OF DEFENSE 

Corps of Engineers, Department of 
the Army 

Regulatory Guidance Letters Issued 
by the Corps of Engineers 

AGENCY: Army Corps of Engineers. DoD. 
action: Notice.__ 

summary: The purpose of this notice is 
to provide a copy of the latest 
Regulatory Guidance Letter (RFL) to all 
known interested parties. RGL’s are 
used by the Corps of Engineers as a 
means to transmit guidance on the 
permit program (33 CFR 320-330) to its 
division and district engineers. 
for further information contact: 
Mr. Sam Collinson. Regulatory Branch, 
Office of the Chief of Engineers at (202) 
272-1782. 

SUPPLEMENTARY INFORMATION: In 

accordance with a notice published by 
the Corps of Engineers on January 22. 


* The limil has not been adjusted to accouni for 
any impoiis exported after June 30.1991. 
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1991. (56 FR 2408). we will publish all 
RGL*8 upon issuance. Accordingly. RGL 
No. 92-1. subject: Federal Agencies 
Roles and Responsibilities, is hereby 
published. 

)ohn P. Elmore. P.E.. 

Chief. Operations. Construction and 
Readiness Division, Directorate of Civi! 
Works. 

Regulatory Guidance Letter, RGL 92-1 

Dale: 13 May 1992, Expires: 31 December 
1997. 

Subject: Federal Agencies Roles and 
Responsibilities. 

/. Purpose 

The purpose of this guidance is to 
clarify the Army Corps of Engineers 
leadership and decision-making role as 
“project manager’* for the evaluation of 
permit applications pursuant to Section 
404 of the Clean Water Act (CWA) and 
Section 10 of the Rivers and Harbors 
Act. This guidance is also intended to 
encourage effective and efficient 
coordination among prospective 
permittees, the Corps, and the Federal 
resource agencies (i.e.. Environmental 
Protection Agency (EPA). Fish and 
Wildlife Service (FWS), and National 
Marine Fisheries Service (NMFS)). 
Implementation of this guidance will 
help to streamline the permit process by 
minimizing delays and ensuring more 
timely decisions, while providing a 
meaningful opportunity for substantive 
input from all Federal agencies. 

2. Background 

(a) The Department of the Army 
Regulatory Program must operate in an 
efficient manner in order to protect the 
aquatic environment and provide fair, 
equitable, and timely decisions to the 
regulated public. Clear leadership and a 
predictable decision-making framework 
will enhance the public acceptable of 
the program and allow the program to 
meet the important objective of 
effectively protecting the Nation’s 
valuable aquatic resources. 

(b) On August 9,1991, the President 
announced a comprehensive plan for 
improving the protection of the Nation’s 
wetlands. The plan seeks to balance two 
important objectives—the protection, 
restoration, and creation of wetlands 
and the need for sustained economic 
growth and development. The plan, 
which is designed to slow and 
eventually stop the net loss of wetlands, 
includes measures that will improve and 
streamline the current wetlands 
regulatory system. This Regulatory 
Guidance Letter is issued in accordance 
with the President’s plan for protecting 
wetlands. 


(c) The intent of this guidance is to 
express clearly that the Corps is the 
decision-maker and project manager for 
the Department of Army's Regulatory 
Program. The Corps will consider, to the 
maximum extent possible, all timely, 
project-related comments from other 
Federal agencies when making 
regulatory decisions. Furthermore, the 
Corps and relevant Federal agencies 
will maintain and improve as necessary 
their working relationships. 

(d) The Federal resource agencies 
have reviewed and concurred with this 
guidance and have agreed to act in 
accordance with these provisions. While 
this guidance does not restrict or impair 
the exercise of legal authorities vested 
in the Federal resources agencies or 
states under the CWA or other statutes 
and regulations (e.g.. EPA’s authority 
under section 404(c). section 404(f). and 
CWA geographic jurisdiction and FWS/ 
NMFS authorities under the Fish and 
Wildlife Coordination Act and the 
Endangered Species Act (ESA)), agency 
comments on Department of the Amy 
permit applications must be consistent 
with the provisions contained in this 
regulatory guidance letter. 

3. The Corps Project Management/ 
Decision Making Role 

(a) The Corps is solely responsible for 
making Hnal permit decisions pursuant 
to section 10 and section 404(a). 
including final determinations of 
compliance with the Corps permit 
regulations, the section 404(b)(1) 
Cuidelines, and Section 7(a)(2) of the 
ESA. As such, the Corps will act as the 
project manager for the evaluation of all 
permit applications. The Corps will 
advise potential applicants of its role as 
the project manager and decision-maker. 
This guidance does not restrict EPA's 
authority to make determinations of 
compliance with the Cuidelines in 
carrying out its responsibilities under 
Sections 309 and 404(c) of the Clean 
Water Act. 

(b) As the project manager, the Corps 
is responsible for requesting and 
evaluating information concerning all 
permit applications. The Corps will 
obtain and utilize this information in a 
manner that moves, as rapidly as 
practical, the regulatory process 
towards a final permit decision. The 
Corps will not evaluate applications as 
a project opponent or advocate—but 
instead will maintain an objective 
evaluation, fully considering all relevant 
factors. 

(c) The Corps will fully consider other 
Federal agencies* project-related 
comments when determining 
compliance with the National 
Environmental Policy Act (NEPA). the 


Section 404(b)(1) Cuidelines. the ESA, 
the National Historic Preservation Act, 
and other relevant statutes, regulations, 
and policies. The Corps will also fully 
consider the agencies' views when 
determining whether to issue the permit, 
to issue the permit with conditions and/ 
or-miligalion, or to deny the permit. 

4. The Federal Resources Agencies ' Role 

(a) It is recognized that the Federal 
resource agencies have an important 
role in the Department of the Army 
Regulatory Program under the CWA, 
NEPA. ESA. Magnuson Fisheries 
Conservation and Management Act. and 
other relevant statutes. 

(b) When providing comments. 

Federal resource agencies will submit to 
the Corps only substantive, project- 
related information on the impacts of 
activities being evaluated by the Corps 
and appropriate and practicable 
measures to mitigate adverse impacts. 
The comments will be submitted within 
the time frames established in 
interagency agreements and regulations. 
Federal resource agencies will limit their 
comments to their respective areas of 
expertise and authority to avoid 
duplication with the Corps and other 
agencies and to provide the Corps with 

a sound basis for making permit 
decisions. The Federal resource 
agencies should not submit comments 
that attempt to interpret the Corps 
regulations or for the purposes of 
section 404(a) make determinations 
concerning compliance with the Section 
404(b)(1) Cuidelines. Pursuant to its 
authority under Section 404(b)(1) of the 
CWA. the EPA may provide comments 
to the Corps identifying its views 
regarding compliance with the 
Cuidelines. While the Corps will fully 
consider and utilize agency comments, 
the final decision regarding the permit 
application, including a determination of 
compliance with the Cuidelines, rests 
solely with the Corps. 

5. Pre-Application Consultation 

(a) To provide potential applicants 
with the maximum degree of relevant 
information at an early phase of project 
planning, the Corps will increase its 
efforts to encourage pre-application 
consultations in accordance with 
regulations at 33 CFR 325.1(b). 
Furthermore, while encouraging pre¬ 
application consultation, the Corps will 
emphasize the need for early 
consultation concerning mitigation 
requirements, if impacts to aquatic 
resources may occur. The Corps is 
responsible for initiating, coordinating, 
and conducting pre-application 
consultations and other discussions and 
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meetings with applicants regarding 
Department of the Army permits. This 
may not apply in instances where the 
consultation is associated with the 
review of a separate permit or license 
required from another Federal agency 
(e.g., the Federal Energy Regulatory 
Commission or the Nuclear Regulatory 
Commission) or in situations where 
resource agencies perform work for 
others outside the context of a specific 
Department of the Army permit 
application (e.g., the Conservation 
Reserve Program and technical 
assistance to applicants of Federal 
grants). 

(b) For those pre-application 
consultations involving activities that 
may result in impacts to aquatic 
resources, the Corps will provide EPA, 
FWS, NMFS (as appropriate), and other 
appropriate Federal and State agencies, 
a reasonable opportunity to participate 
in the pre-application process. The 
invited agencies will participate to the 
maximum extent possible in the pre- 
application consultation, since this is 
generally the best time to consider 
alternatives for avoiding or reducing 
adverse impacts. To the extent practical, 
the Corps and the Federal resource 
agencies will develop local procedures 
(e.g.. teleconferencing) to promote 
reasonable and effective pre-application 
consultations within the logistical 
constraints of all affected parties. 

6. Applications for Individual Permits 

(a) The Corps is responsible for 
determining the need for, and the 
coordination of, interagency meetings, 
requests for information, and other 
interactions between permit applicants 
and the Federal Government. In this 
regard. Federal resource agencies will 
contact the Corps to discuss and 
coordinate any additional need for 
information from the applicant. The 
Corps will cooperate with the Federal 
resource agencies to ensure, to the 
extent practical, that information 
necessary for the agencies to carry out 
their responsibilities is obtained. If it is 
determined by the Corps that an 
applicant meeting is necessary for the 
exchange of Information with a Federal 
resource agency and the Corps chooses 
not to participate in such a meeting, the 
Federal resource agency will apprise the 
Corps, generally in writing, of that 
agency’s discussions with the applicant. 
Notwithstanding such meetings, the 
Corps is solely responsible for permit 
requirements. Including mitigation and 
other conditions—the Federal resource 
agencies must not represent their views 
as regulatory requirements. In 
circumstances where the Corps meets 
with the applicant and develop 


information that will affect the permit 
decision, the Corps will apprise the 
Federal resource agencies of such 
information. _ 

(b) Consistent with 33 CFR 325, the 
Corps will ensure that public notices 
contain sufficient Information to 
facilitate the timely submittal of project- 
specific comments from the Federal 
resource agencies. The resource 
agencies comments will provide specific 
information and/or data related to the 
proposed project site. The Corps will 
fully consider comments regarding the 
site from a watershed or landscape 
scale, including an evaluation of 
potential cumulative and secondary 
impacts. 

(c) The Corps must consider 
cumulative impacts in reaching permit 
decisions. In addition to the Corps own 
expertise and experience, the Corps will 
fuUy consider comments from the 
Federal resource agencies, which can 
provide valuable information on 
cumulative impacts. Interested Federal 
agencies are encouraged to provide 
periodically to the Corps generic 
comments and assessments of impacts 
(outside the context of a specific permit 
application) on issues within the 
agencies* area of expertise. 

7, General Permits 

(a) The Corps is responsible for 
proposing potential general permits, 
assessing impacts of and comments on 
proposed general permits, and deciding 
whether to issue general permits. The 
Corps will consider proposals for 
general permits from other sources, 
including the Federal resource agencies, 
although the final decision regarding the 
need to propose a general permit rests 
with the Corps. Other Interested Federal 
agencies should provide comments to 
the Corps on proposed general permits. 
These Federal agency comments will be 
submitted consistent with established 
agreements and regulations and will 
focus on the Federal agencies* ar€a(s) of 
expertise. The Corps will fully consider 
such agencies* comments in deciding 
whether to issue general j>ermits. 
including programmatic general permits. 

(b) The Corps is responsible for 
initiating and conducting meetingss that 
may be necessary in developing and 
evaluating potential general permits. 
Any discussions with a State or local 
Government regarding proposed 
programmatic general permits will be 
coordinated through and conducted by 
the Corps. Prior to issuing a 
programmatic general permit, the Corps 
will ensure that the State or local 
program, by itself or with appropriate 
conditions, will protect the aquatic 
environment, including wetlands, to the 


level required by the section 404 
program. 

8. This guidance expires 31 December 
1997 unless sooner revised or rescinded 

For the Commander 
Arthur E. Williams, 

Major General USA, Director of Civil Worki, 
(FR Doc. 92-13118 Filed 8-3-92; 8:45 am) 
BILUNO CODE 371(M)S-M 


DEFENSE NUCLEAR FACILITIES 
SAFETY BOARD 

[Recommendation 92-2] 

DOE’S Facility Representative Program 
at Defense Nuclear Facilities 

agency: Defense Nuclear Facilities 
Safety Board. 

action: Notice; recommendation. 

summary: The Defense Nuclear 
Facilities Safety Board has made a 
recommendation to the Secretary of 
Energy pursuant to 42 U.S.C. 2266a 
concerning DOE’S facility representative 
program at defense nuclear facilities. 
The Board requests public comments on 
this recommendation. 
dates: Comments, data, views, or 
arguments concerning this 
recommendation are due on or before 
July 6,1992. 

addresses: Send comments, data, 
views, or arguments concerning this 
recommendation to: Defense Nuclear 
Facilities Safety Board, 625 Indiana 
Avenue NW., suite 700, Washington. DC 
20004. 

FOR FURTHER INFORMATION CONTACT. 

Kenneth M. Pusateri or Carole J. Council, 
at the address above or telephone (202) 
206-6400. 

Dated: May 29.1992. 

John T. Cooway, 

Chairman, 

DOE’S Facility Representative Program 
at Defense Nuclear Facilities 

Dated: May 28.1992. 

Department of Energy (DOE) Order 
5000.3A, Occurrence Reporting and 
Processing of Information, establishes a 
policy **to assure that both DOE and 
DOE contractor line management, 
including the Office of the Secretary, 
(be) kept fully and currently informed of 
all events which could affect the health 
and safety of the public.** As a central 
feature of the measures used to 
implement this policy, the order defines 
the position **DOE Facility 
Representative” as follows; 

•* DOE Facility Representative. For each 
major facility or group of lesser facilities, an 
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individual • • • assigned responsibility by 
the Head of the Field Organization for 
monitoring the performance of the facility 
and its operations. This individual shall be 
the primary point of contact with the 
contractor and will be responsible to the 
appropriate Program Secretarial Officer 
(PSO) and Head of Field Organization * * *.** 
[emphasis added) 

In addition, DOE Order 5480.19, 
Conduct of Operations Requirements for 
doe Facilities, directs that “operations 
at DOE facilities be * * * conducted in 
a manner to assure an acceptable level 
of safety,'* and specifies that DOE 
Facility Representatives be “assigned 
responsibility (to) oversee the day-to- 
day conduct of operations * * • in 
accordance with * * * direction 
received from the Program Manager." 
Secretary of Energy Notice SEN-6E-92, 
Departmental Organization and 
Management Arrangements, extends 
this chain of responsibility, holding 
Program Managers accountable to 
Program Secretarial Officers (PSOs), 
who in turn are “accountable to (the 
Secretary) for their respective programs, 
including safety of the workers and the 
public* * 

Recognizing the importance of these 
positions with regard to assuring 
adequate protection of the public health 
and safety at DOE defense nuclear 
facilities, the Board reviewed existing 
department-wide guidance on the 
selection, training and responsibilities of 
DOE Facility Representatives. DOE 
Order 5000.3A and DOE Order 5480.19 
(both cited above), provide only limited 
details concerning DOE Facilities 
Representative duties and 
responsibilities: moreover, there are no 
orders that prescribe any guidance for 
selection and training of DOE Facility 
Representatives, nor any effective 
guidance for establishing the duties and 
responsibilities associated with these 
positions. (See Appendix A) 

Having made numerous reviews 
throughout the DOE defense nuclear 
facilities complex, the Board notes that 
the DOE managers for several facilities 
in the defense nuclear complex have 
begun to establish formal Facility 
Representative programs. However, 
these programs are operating without 
centralized direction. Generally, this is 
resulting in widely differing 
qualifications, duties, and 
responsibilities for DOE Facility 
Representatives from facility to facility, 
even at the same site. For example, DOE 
J^cility Representatives encountered by 
the Board have ranged from personnel 
holding doctoral degrees to summer 
(pollejge students). 

This situation could result in failure 
by DOE to achieve the level of technical 


vigilance necessary to assure the safe 
operation of the department's defense 
nuclear facilities, llie Board believes 
that the performance of the interrelated 
safety, technical, and management 
functions by DOE Facility 
Representatives would be enhanced if a 
formal qualification program for these 
positions, commensurate with their 
importance, was promulgated at the 
department level and implemented 
throughout the defense nuclear facilities 
complex. 

Therefore, the Board recommends that 
for defense nuclear facilities: 

1. The Secretary of the Department of 
Energy expeditiously carry out a 
comprehensive analysis of the existing 
DOE Facility Representative programs. 

a. The analysis should be conducted 
under the direction of a senior 
individual who has demonstrated high 
technical and managerial ability and has 
demonstrated an understanding of the 
use of facility representatives. 

b. The analysis should emphasize the 
identiFication of those aspects of the 
existing programs that either support or 
impede the achievement of DOE 
objectives for assuring the protection of 
public health and safety. Consideration 
should be given to evaluating: 

(1) Qualification requirements and 
recruitment practices employed in 
selecting prospective DOE Facility 
Representatives: 

(2) General and facility-specific 
training and examination requirements 
and practices necessary to prepare 
prospective DOE Facility 
Representatives for field assignments, 
and to maintain their proficiency: 

(3) DOE Facility Representative duties 
and responsibilities: 

(4) Existing supervision and 
management of the Facility 
Representative position, now provided 
by several individuals in some facilities, 
especially inquiring whether there are 
clear lines of responsibilities with both 
the contractor and DOE line 
management: 

(5) Criteria and practices for assigning 
DOE Facility Representatives to each 
defense nuclear facility: and 

(6) DOE personnel practices and 
procedures that provide incentives and 
impediments to making the position of 
DOE Facility Representative attractive 
and career-enhancing. At a minimum, 
restraints imposed by the practice of 
measuring responsibility predominantly 
in terms of numbers of individuals 
supervised should be addressed. 

c. The analysis should identify 
practices employed in successful 
Facility Representative programs 
outside of the defense nuclear facilities 


complex that are appropriate for the 
DOE Facility Representative Program. 

d. At the conclusion of the analysis, 
an estimate should be prepared of the 
personnel and management resources 
that would be required to establish and 
maintain an effective DOE Facility 
Representative Program, and which . 
reflects the results of the analysis. 

2. Utilizing the results of the 
comprehensive analysis, the Secretary 
of the Department of Energy establish a 
formal program to select, train, and 
assign DOE Facility Representatives for 
the defense nuclear facilities. 

a. In establishing thi^ program, DOE 
should be prepared to modify personnel 
practices and programs as necessary to 
establish a beneficial and effective DOE 
Facility Representative Program. 

b. This program should give 
consideration to: 

(1) Delineating DOE Facility 
Representative selection requirements, 
including specified standards of 
educational achievement, professional 
experience, technical aptitude, and 
forcefulness: 

(2) Establishing DOE Facility 
Representative training requirements, 
including a formal centralized core 
training program, a formal site- and 
facility(s)-specific training program, and 
a continuing education and 
improvement program, each including 
periodic objective examinations; 

(3) Definii^ DOE Facility 
Representatives duties and 
responsibilities, both generically and 
with regard to each facility in every 
mode of operation including transition 
states such as between PSO’s; and 

(4) Establishing formal requirements 
to specify those activities or facilities 
requiring the assignment of DOE Facility 
Representatives. 


|ohn T. Conway, 

Chairman. 

Appendix A—Review of DOE Facility/ 
Site Representative Position 
Descriptions 

The D.NFSB staff has reviewed several 
current or proposed position descriptions, 
defining the duties and responsibilities of 
DOE Facility/Site Representatives at 
Savannah River. Richland. Idaho National 
Engineering Laboratory (INEL), Rocky Flats, 
and the Waste Isolation Pilot Ptant (WIPP). 
Based on these position descriptions, there 
appears to be a wide disparity in the duties 
and qualifications for DOE Facility/Site 
Representatives from facility to facility. The 
lack of any effective guidance in establishing 
the duties and responsibilities associated 
with these positions is supported by the 
following observations. 
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The position description for the Facility 
Representative. WIPP Project Office, 

(General Engineer GM>601-t3) most closely 
tracks the definition of a "DOE Facility 
Representative** as defined in DOE Order 
5000.3A. The position description properly 
summarizes the major duties of the facility 
representative as follows: 

"Conducts daily on-site evaluation of 
contractor operations with emphasis on 
personnel health and safety, nuclear safety, 
environmental protection, facility 
modifications and maintenance, and 
formality of operations. Assures safe 
operations at the facility at all times. This is 
accomplished by frequent walk-through 
inspections of all facility spaces, observation 
of facility activities, and continuous interface 
with contractor personnel at all levels. 
Deficiencies or concerns are resolved directly 
with the contractor Facility Manager (with 
timely appropriate notification to DOE 
management of the actions taken) or, as 
necessary, are elevated through DOE line 
management up to the Operations Office 
Manager and the Headquarters Program 
Manager. 

"Serves as the primary conduit of 
information concerning facility operations for 
DOE management. Maintains awareness of 
all activities, ongoing and planned, at the 
facility through discussions with personnel at 
all levels, through participations in meetings 
on daily operations and problem resolution, 
as well as short and long range planning, and 
through problem identification and resolution 
resulting from interfacing with personnel at 
all levels on walk-through inspections and 
observation of operations. Is responsible for 
assuring that inspections, observations, and 
discussions are sufficiently frequent and 
timely to ensure current knowledge of 
operations at all times. 

"Is normally the first point of contact for 
DOE in ell event notifications and is 
available to respond to the facility around- 
the-clock. Serves as the primary DOE expert 
regarding operational activities and problem 
identification and resolution." 

In contrast, the position description for the 
Site Representative, Chemical Processing 
Plant Branch, INEL. includes the following 
definition of duties: 

"Performs surveillance of the facilities to 
assure that work is being done in accordance 
with applicable safety standards and 
specifications, and approved operating and 
work control procedures. Facility shutdown 
authority rests with the Assistant Manager 
for Nuclear Programs. The Site 
Representative may exercise this authority, 
after contacting the AM/NP. when in his 
opinion, operations may result In undue risk 
to health, safety, or the environment. If time 
permits, such action will be coordinated with 
the MPD Director. AM/ES&H. and ID 
manager. In cases other than imminent 
danger, the Site Representative will first 
bring the matter to the attention of facility 
management. If resolution is not reached, the 
Site Representative will go through normal 
DOE-ID line management for directing any 
change in operations." 

The level of knowledge required of 
individuals assigned to these positions varies 
widely among the position descriptions 


reviewed. All of the position descriptions 
suffer from a lack of specificity as to how an 
applicant or an incumbent in these positions 
will be required to demonstrate his or her 
proficiency in meeting any of the "Knowledge 
Requirements" stated in the position 
description. In fact, no level of educational 
achievement is cited in any of the position 
descriptions. The Facility Representative 
position description for the WIPP Project 
Office does cite a Professional Engineer 
license as being highly desirable, but not 
required. This position description also 
establishes several performance criteria, 
including: 

‘The ability to complete training on safety 
and environmental regulatory issues, and to 
apply general and site-specific training 
toward the demonstration of detailed 
knowledge of safety-related systems design 
basis, functions, and operational 
characteristics." 

The position descriptions reviewed are not 
consistent in the assignment of 
responsibilities and compensation incentives. 
It is not readily discemable as to how certain 
DOE Facility/Site Representatives are given 
General Schedule classifications (e.g. GS-13) 
whereas selected DOE Facility/Site 
Representatives are included in the DOE 
Performance Management Recognition 
System. This latter system, bas^ on the 
concept of pay for performance, is used for 
individuals assigned to supervisory or policy 
influencing positions. A convincing argument 
can be made that a DOE Facility/Site 
Representative influences the operational 
policies and procedures for assigned facilites 
and, therefore, should be assigned to this pay 
for performance Incentive system. 

Appendix B—Transmittal Letter to the 
Secretary of Energy 

DEFENSE NUCLEAR FAQUTIES SAFETY 
BOARD 

S25 Indiana A venue, ATVF. Suite 700, 
Washington, D C. 20004, (202) 208-6400 A FTS 
268-6400 

John T. Conway, Chairman, A.J. Eggenberger. 

Vice Chairman. John W. Crawford. Jr., 

Herbert John Cecil Kouts 
May 2a 1992. 

The Honorable James D. Watkins, 

Secretary of Energy, 

Washington, DC 20585 

Dear Mr. Secretary: On May 2a 1992, the 
Defense Nuclear Facilities Safety Board, in 
accordance with 42 U.S.C. 2286a(5). 
unanimously approved Recommendation 92-2 
which is enclosed for your consideration. 
Recommendation 92-2 deals with DOE's 
facility representative program at defense 
nuclear facilities. 

42 U.S.C. 2286d(a) requires the Board, after 
receipt by you. to promptly make this 
recommendation available to the public in 
the Department of Energy's regional public 
reading rooms. The Board believes the 
recommendation contains no information 
which is classified or otherwise restricted. To 
the extent this recommendation does not 
include information restricted by DOE under 
the Atomic Energy Act of 1954.42 U.S.C. 
2161-68. 08 amended, please arrange to have 
this recommendation promptly placed on file 
in your regional public reading rooms. 


The Board will publish this 
recommendation in the Federal Register. 

Sincerely. 

John R. Conway, 

Chairman. 

Enclosure 

(FR Doc. 92-12998 Filed 6-3-92; 8:45 am] 
BILUNQ CODE 6S2(M(0-M 


[ Recommendation 92-3 ] 

Operational Readiness Reviews for the 
HB-Une at the Savannah River Site. 
Aiken, SC 

agency: Defense Nuclear Facilities 
Safety Board. 

action: Notice recommendation. 

SUMMARY: The Defense Nuclear 
Facilities Safety Board has made a 
recommendation to the Secretary of 
Energy pursuant to 42 U.S.C. 2286a 
concerning operational readiness 
reviews for the HB-Line at the Savannah 
River Site, Aiken, South Carolina. The 
Board requests public comments on this 
recommendation. 

DATES: Comments, data, views, or 
arguments concerning this 
recommendation are due on or before 
July 6,1992. 

ADDRESSES: Send comments, data, 
views, or arguments concerning this 
reconunendation to: Defense Nuclear 
Facilities Safety Board. 625 Indiana 
Avenue NW., suite 7(X), Washington, DC 
20004. 

FOR FURTHER INFORMATION CONTACT: 

Kenneth M. Pusateri or Carole J. 
Council, at the address above or 
telephone (202) 208-6400. 

Dated June 1,1992. 

John T. Conway, 

Chairman. 

[Recommendation 92-^| 

Operational Readiness Reviews for the 
HB-Line at the Savannah River Site. 
Aiken. South Carolina 

Dated: May 29.1992. 

As indicated in our recent 
Recommendation 92-1. the Board is 
continuing its oversight and 
investigation of health and safety issues 
related to the proposed resumption of 
plutonium processing in the HB-Llne at 
the Savannah River Site, South Carolina. 
Our review of Department of Energy 
(DOE) and contractor documents, as 
well as other information obtained 
during the investigation to dale, leads 
the Board to conclude that the 
Operational Readiness Review (ORR) o* 
the HB-Une conducted by Westinghouse 
Savannah River Company (WSRC) 
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during the summer of 1991, and DOE's 
subsequent review called an ‘‘ORE’*, 
were premature, limited in scope, and 
inadequate. Moreover, some of the 
conclusions reached seem suspect. The 
Board was particularly concerned that 
some safety issues requiring resolution 
prior to resumption of operations 
(Category 1) were reclassified as post- 
resumption issues (Category 2), without 
the concurrence of certain DOE team 
members, raising a question regarding 
the supportabJilty of the findings. The 
ORRs did not ensure adequate 
resolution and closure of safety and 
health issues associated with the HB- 
Line. which had not been operated since 
1987. When attempts were made to 
resume operations In the HB-Line during 
the summer of 1991, following the ORRs, 
a series of radiological exposures to 
workers and other safety incidents 
occurred, causing operations to be 
suspended. In O^ober of 1991. the HB- 
Line resumed operations until March of 
1992. when operations were again 
suspended due to an unreviewed safety 
question. The Office of Nuclear Safety’s 
review, as well as other assessments of 
HB-Linc, identified safety issues which 
still have not been resolved. 

The Department has placed a priority 
upon safety resuming HB-Line 
operations to meet commitments made 
to NASA. While recognizing that the 
HB-Line may not pose an undue risk to 
the off-site public, the Board remains 
concerned with protection of on-site 
personnel since an adequate 
assessment of operational readiness has 
not been conducted, nor has an 
adequate assessment of an accidental 
ground level release been performed. 

The Board has determined that the 
conduct of adequate and thorough 
ORRS by WSRC and DOE are essential 
for identifying and resolving remaining 
health and safety issues affecting 
workers, and at the same time promptly 
achieving readiness for restart. 

Therefore, the Board recommends 
that, prior to resuming operations in the 
HB-Line: 

1. DOE direct WSRC to reopen its 
ORR, and that WSRC and DOE conduct 
adequate ORRs in accordance with 
previous Board recommendations and 
DOE implementation plans for ORRs at 
other facilities. 

2. Comprehensive criteria documents 
be established for judging and 
measuring readiness to restart. The 
criteria documents should include the 
bases for judging which safety issues 
must be resolved prior to resumption, 
and which issues may be deferred for 
resolution subsequent to restart. 


3. WSRC issue a Readiness to Proceed 
Memorandum requesting DOE approval 
for resumption of operations after 
WSRC has completed its ORR and has 
determined that safety issues 
appropriate for closure prior to 
resumption have been adequately 
resolved. 

4. DOE provide whatever assistance it 
deems appropriate to WSRC during the 
contractor’s conduct of its ORR, 
recognizing that such assistance Is 
separate and distinct from DOE’S 
subsequent and independent execution 
of its own ORR. 

5. A DOE ORR team, including a 
Senior Advisory Group, conduct an 
independent and comprehensive ORR 
for HB-Line after (a) WSRC has 
conducted an adequate ORR and issued 
a Readiness to Proceed Memorandum 
requesting DOE approval for resumption 
of approval of resumption of operations, 
and (b) DOE has sufficient reason to 
believe that significant deficiencies 
affecting the resumption and safe 
operation of HB-Line have been 
corrected by the contractor. 

6. The DOE ORR team consist of 
experienced individuals whose 
backgrounds collectively Include all 
important facets of the operations 
involved; that the majority of the team 
members be independent of HB-Line 
direct line management responsibilities 
to ensure an independent and unbiased 
assessroenL 

7. in preparing for the Operational 
Readiness Review for the HB-Line. DOE 
and WSRC should reexamine the HB- 
Line Safety Analysis Report (SAR) to 
ensure that: (a) The accident analyses 
adequately consider all credible 
scenarios; (b) all appropriate engineered 
safety systems which are necessary to 
prevent accidents or mitigate the on-site 
and off-site consequences of those 
accidents are identified; and (c) the 
information obtained from the updated 
Fire Hazards Analysis is consistent with 
the accident analyses. 

8. WSRC and DOE should complete 
their assessment of compliance with 
DOE safety orders at HB-Line. and 
finish their review, approval, and 
implementation of any compensatory 
measures that are necessary and 
appropriate to achieve the objectives of 
order compliance and safe resumption 
of operations at HB-Line. 

lobfi T. Conway, 

Chairman. 


Appendix—^Transmittal Letter to the 
Secretary of Energy 

DEFENSE NUCLEAR FAdLITIES SAFETY 
BOARD 

825 Indiana Avenue, NW, Suite 700. 
Washington, D.C 20004, (202J 20&-6400 
• FrS26&-0400 

John T. Conway, Chairman. A.). Eggenberger, 
Vice Chairman. |ohn W. Crawford, jr.. 
Herbert John Cecil Kouts 

May 29.1992 

The Honorable James D. Watkins, 

Secretary of Energy, Washington, DC 20505 
Dear Mr. Secretary: In accordance with 42 
U.S.C 22a6a(2) the Board has conducted an 
investigation of DOE and contractor 
activities at the HB-Line at the Savannah 
River Site. Pursuant to that investigation 
which is drawing to a dose, the Board sent to 
you Recommendation 92-1 by letter dated 
May 21.1992. 

In furtherance of that recommendation, the 
Defense Nuclear Facilities Safety Board, in 
accordance with 42 U.S.C. 2286a(5). 
unanimously approved Recommendation 92-3 
which is enclosed for your consideration. 
Recommendation 92-3 deals %vilh operational 
readiness reviews for the HB-Line at the 
Savannah river Site. Aiken. South Carolina. 

42 U.S.C. 22d0d(a) requires the Board, after 
receipt by you. to promptly make this 
recommendtion available to the public in 
the Department of Energy's regional public 
reading rooms. The Board believes the 
recommendation contains no information 
which is dassihed or otherwise restricted.To 
the extent this recommendation does not 
include information restricted by DOE under 
the Atomic Energy Act of 1954.42 U.S.C 
2161-68, as amended, please arrange to have 
this recommendation promptly placed on file 
in your regional public reeding rooms. 

llie Board will publish this 
recommendation in the Federal Register. 

Sincerely. 

)ahn T. Conway, 

Chairman, 

Enclosure 

|FR Doc. 92-13061 Piled 6-3-92; 8:45 am| 
8«jjN« coot ssae-iuMf 


DEPARTMEirr OF ENERGY 

Federal Energy Regulatory 
Commission 

(ProjMt No. 2179-010 CsUfomial 

Merced Irrigation District; Availability 
of Environmental Assessment 

May 29.1992. 

In accordance with the National 
Environmental Policy Act of 1969 and 
the Federal Energy Regulatory 
Commission’s regulations, 18 CFR Part 
380 (Order No. 486. 52 FR 47910). the 
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Office of Hydropower Licensing (OHL) 
has reviewed the application for 
addition of a water delivery system 
pursuant to article 45 of the license for 
the New Exchequer Hydroelectric 
Project. The project is located on the 
Merced River in Mariposa and Merced 
Counties. California. 

The staff of OHL’s Division of Project 
Compliance and Administration has 
prepared an Environmental Assessment 
(EA) for the proposed action. In the EA. 
staff concludes that approval of a water 
delivery system would not constitute a 
major federal action significantly 
affecting the quality of the human 
environment. 

Copies of the EA are available for 
review in the Reference and Information 
Center, room 3306, of the Commission's 
Offices at 941 North Capitol Street NE., 
Washington. DC 20428. 

Lois D. Cashell. 

Secretary. 

[FR Doc. 92-13004 Filed 6-3-92; 645 am) 
BILLING COD€ 6717-Ot-M 


I Docket No. TM92-7-22-000J 

CNQ Transmission Corp^ Proposed 
Changes in FERC Gas Tariff 

May 29.1992. 

Take notice that CNG Transmission 
Corporation ("CNG”). on May 20,1992. 
filed the following tariff sheets for 
inclusion in its FERC Gas Tariff. First 
Revised Volume No. 1: 

Sixth Revised Sheet No. 45 

Seventh Revised Sheet No. 45 

Fourth Revised Sheet No. 50 

CNG states that the purpose of this 
filing is to recover, revised PSP charges 
allocated to it by Transcontinental Gas 
Pipe Line Corporation ('Transco") in 
Docket No. TM92-10-29-000; Year 2 
LPSP charges allocated to CNG by 
Transco in Docket No. TM92-12-29-000; 
and take-or-pay costs allocated to CNG 
by Texas Gas Transmission Corporation 
in Docket Nos. RP91-61-000, et al. 

CNG requests effective dates for these 
proposed tariff sheets of May 27,1992: 
June 26.1992: and August 1,1991; 
respectively. 

CNG states that copies of this filing 
were served upon CNG's customers as 
well as interested state commissions. 

Any person desiring to be heard or to 
protest said filing should file a protest or 
motion to intervene with the Federal 
Energy Regulatory Commission. 825 
North (Capitol Street. NE., Washington. 
DC 20426. in accordance with Rules 214 
and 211 of the Commission’s Rules of 


Practice and Procedure, 18 CFR 385.214 
and 385.211. All motions or protests 
should be filed on or before June 5.1992. 
Protests will be considered by the 
Commission in determining the 
appropriate action to be taken, but will 
not serve to make protestants parties to 
the proceeding. Any person wishing to 
become a party must file a motion to 
intervene. Copies of this filing are on file 
with the Commission and are available 
for public inspection. 

Lois D. Cashell. 

Secretary. 

[FR Doc, 92-13003 Filed 6-3-92: 8:45 am] 
BILUNO CODE 6717-01-M 


[Docket No. T092-5-23-000] 

Eastern Shore Natural Gas Co.; 
Proposed Changes in FERC Gas Tariff 

May 29.1992. 

Take notice that Eastern Shore 
Natural Gas Company (ESNG) tendered 
for filing on May 27,1992 certain revised 
tariff sheets included in Appendix A 
attached to the filing. Such sheets are 
proposed to be effective June 1,1992. 

ESNG states that the sales rates set 
forth in the above referenced tariff 
sheets reflect an increase of $0.3012 per 
dt in the commodity rates and an 
increase of $0.3772 in the demand rate. 
The increased gas cost in the instant 
filing results from: 

(1) Adjusting ESNG’s rates to reflect 
the impact of higher prices being paid to 
producers/suppliers under ESNG’s 
market responsive gas supply contracts; 
and 

(2) Updating ESNG’s pipeline supplier 
demand rates. 

ESNG states that copies of the filing 
have been served upon its jurisdictional 
customers and interested State 
Commissions. 

Any person desiring to be heard or to 
protest said filing should file a motion to 
intervene or protest with the Federal 
Energy Regulatory Commission, 825 
North Capitol Street. NE.. of the 
Commission’s Rules of Practice and 
Procedure (18 CFR 385.211 and 385.214). 
All such motions or protests should be 
filed on or before June 5.1992. Protests 
will be considered by the Commission in 
determining the appropriate action to be 
taken, but will not serve to make 
protestants parties to the proceeding. 
Any person wishing to become a party 
must file a motion to intervene. Copies 
of this filing are on file with the 


Commission and are available for public 
inspection. 

Lois D. Cashell. 

Secretary. 

[FR Doc. 92-13002 Filed 6-3-92: 8:45 am) 
BJLUNQ CODE 6717-01-M 


[Docket No. RP92-133-000 (Phase I)] 

Gas Research Institute; Second 
Amendment to the Modified Funding 
Mechanism 

May 26 1992. 

Take notice that on May 26.1992. the 
Gas Research Institute (GRl) proposed 
to amend, for a second time, the 
modified funding mechanism it had 
proposed on March 20,1992 in this 
proceeding. GRI proposes the following 
mechanism to fund its research and 
development program for the remainder 
of 1992 and for 1993: 

1. Collection of the GRI funding unit of 
1.47 cents per Dth (/.e., 1.51 cents per 
Mcf) in conjunction with all 
nondiscounted commodity charges and 
one-part rates for transportation 
services, including those associated with 
bundled sales transactions, would 
continue to be accomplished as it is 
under the existing mechanism, i.e.» by 
applying a volumetric surcharge to the 
member interstate pipeline 
transportation services, including those 
associated with bundled sales. As 
always, the surcharge will be collected 
only once on each unit of gas. 

2. Funding necessary to make up the 
GRI estimated revenue shortfall of 
approximately $43 million resulting from 
exempting discounted transactions from 
GRI funding, would be collected through 
a uniform demand or reservation 
surcharge of 8 cents per Dth per month. 
GRI intends that this surcharge would 
remain in effect, without change, for the 
remainder of 1992 and for 1993. 

3. An interstate pipeline member’s 
total annual GRI funding responsibility 
based on transactions involving 
discounted demand or reservation 
charges would be limited to 10 percent 
of its total 1991 GRI contributions. 

Comments on the amended funding 
mechanism and motions to intervene 
should be filed by June 5.1992 with the 
Federal Energy Regulatory Commission 
825 North Capitol Street. NE.. 
Washington. DC 20426. All comments 
will be considered by the Commission In 
determining the appropriate action to be 
taken, but will not serve to make the 
persons commenting parties to this 
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proceeding. Accordingly, any person not 
already a party who wishes to become a 
party must also file a motion to 
intervene in accordance with the 
Commission's rules and regulations. 
Copies of this filing are on file with the 
Commission and are available for public 
inspection. 

Lois D. CasheD. 

Secretary. 

|FR Doc. 92-130O> Filed 0-3-^ 8:45 am) 
BILUNG COOC S7I7-0^ 


fDocfcet Na TQ92-5-18-0001 

Texas Gas Transmission Corp.; 
Proposed Changes in FERC Gas Tariff 

May 29.199Z 

Take notice that Texas Gas 
Transmission Corporation (Texas Gas), 
on May 27.1992. tendered for filing the 
following revised tariff sheets to its 
FERC Gas Tariff, Original Volume No. 1: 

Fifty-sixth Revised Sheet No. 10 
Fifth-sixth Revised Sheet No. 10A 
Thirty-seventh Revised Sheet No. 11 
Twenty-seventh Revised Sheet No. 11A 
Twenty-seventh Revised Sheet No. llB 

Texas Gas states that these tariff 
sheets reflect changes in purchased gas 
costs pursuant to an Out-of-Cycie PGA 
Rate Adjustment and are proposed to be 
effective June 1,1992. Texas Gas further 
states that the proposed tariff sheets 
reflect a commodity rate increase of 
$.1199 per MMBtu in purchased gas 
costs from those reflected in the rates 
set forth in the Out-of*Cycle PGA filed 
April 29.1992 (Docket No. TQ92-4-18]. 
No changes are proposed for the 
demand or SGN Standby rates. 

Texas Gas states that copies of the 
filing have been served upon Texas 
Gas's jurisdictional customers and 
interested state commissions. 


Any person desiring to be heard or to 
protest said filing should file a motion to 
intervene or protest with the Federal 
Energy Regulatory Commission, 825 
North Capitol Street. NE. Washington. 
DC 20426, in accordance with {§ 38S.214 
and 385.211 of the Commission's Rules 
and Regulations. All such protests or 
motions should be filed on or before 
June 5,1992. Protests will be considered 
by the Commission in determining the 
appropriate action to be taken, but will 
not ser\*e to make protestants parties to 
the proceeding. Any person wishing to 
become a party must file a motion to 
intervene. Copies of this filing are on file 
with the Commission and are available 
for public Inspection in the Public 
Reference Room. 

Lob a Casbell, 

Secretory. 

|FR Doc. 92-13001 Piled 8-3-92; 8.45 am| 
BILLING COOf frt7-OMB 


Office of Fossil Energy 
[FE Docket No. 92-29-NGl 

Williams Gas Marketing Co.; Order 
Granting Blanket Authorization To 
Import Natural Gas From Canada 

AGENCY: Office of Fossil Energy. DOE 
action: Notice of order. 

SUMMARY: The Ofiice of Fossil Energy of 
the Department of Energy gives notice 
that it has issued an order granting 
Williams Gas Marketing Company 
blanket authorization to import up to 200 
Bcf of natural gas from Canada over a 
two-year term, beginning on the dale of 
first delivery after May 31.1992, the day 
WGM*s existing blanket import 
authorization expires. 

A copy of this order is available for 
inspection and copying In the Office of 


Fuels Programs Docket Room* 3F-056, 
Forrestal Building. 1000 Independence 
Avenue. SW., Washington, DC 20585, 
(202) 586-947a The docket room is open 
between the hours of 8 a.m. and 4:30 
pjn., Monday through Friday, except 
Federal holidays. 

Issued in Washington. DC May 29.1992. 
Charles F. Vacek. 

Deputy Assistant Secretary for Fuels 
Programs, Office of Fossil Energy. 

[FR Doc. 92-13122 Filed 8-3-02: 8:45 am] 

BILUNO COOC MSO-OI-M 


Office of Hearings and Appeals 

Cases Filed During the Week of April 
17 Through April 24, 1992 

During the Week of April 17 through 
April 24,1992, the appeals and 
applications for exception or other relief 
listed in the appendix to this notice were 
filed with the Office of Hearings and 
Appeals of the Department of Energy. 
Submissions inadvertently omitted from 
earlier lists have also been included. 

Under DOE procedural regulations, 10 
CFR part 205, any person who will be 
aggrieved by the ciOE action sought in 
these cases may file written comments 
on the application within ten days of 
service of notice, as prescribed in the 
procedural regulations. For purposes of 
the regulations, the date of service of 
notice is deemed to be the date of 
publication of this notice or the date of 
receipt by an aggrieved person of actual 
notice, whichever occurs first. All such 
comments shall be filed with the Office 
of Hearings and Appeals, Department of 
Energy, Washington, DC 20585. 

Dated: June 1,1992. 

George B. Breznay. 

Director Office of Hearings and Appeals. 


List of Cases Received by the Office of Hearings and Appeals 


[WeeK of April 17 through Aprtf 24. 1992] 


Date 

Name and location of applicant 

Case No 

Type of submissioo 

March 22. 1992.. 

GuH/Dick’a Self Serwee. MiNfauliee. Wl.. . 

RR300-139 

Request tor Modification/Resossron in the Guff Refund Proceed- 
ng. N Granledc The March S. 1991 Decision and Order <Case 
No RF300-8983J issued to Dtcfc’s Selt Service regarding the 
firm's Application tor Refund submitted in the GuS reluixS pvo- 
ceedkig would be moddied. 

April 17,1992_ 

CrescenI Refmmg S Oil Ca and Peboteum Fuel 
Company. Washir>gton. DC. 

LEF-0044 

Implementation of Special Refund Procedures. If Granted: The 
Office of Hearings and Appeals would implement Special Refurxl 
Procedures pursuant to 10 C.F.R.. Pari 205. ^bpart V. in 
connection with the September IS, 1991 Consent judgement 
entered into with Crescent Refining S Oil Company and Petrole¬ 
um Fuel Company 

Oa__ 

Goodyear Tire & Rubber Company. Washington. 
DC 

RR272-92 

Request for Modification/Rescission in the Crude Oil Refund 
Proceeding M Granted: The October 7, 1991 Decision and Order 
(Case Na RF272-20175> issued to Goodyear Tire & Rubber 
Company regardbig the Arm's Application for Refund submitted 
in the crude oil refund proceeding would be modified 
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List of Cases Received by the Office of Hearings and Appeals— Continued 


[Week of April 17 through April 24. 19921 


Date 

Name and location of applicant 

Case No. 

Type of submissioo 

April 20. 1992. 

Enron/Texaco Refining and Marketing. Inc.. St 
Louis. MO. 

RR340-1 

Request for Modificabon/Rescission in the Enron Refund Proceed¬ 
ing. N Granted: The December 6. 1991 Decision and Order 
(Case No. RF340-25) issued to Texaco Refining and Marketing. 
Inc., regarding the firm's Application for Refund submitted in the 
Enron refur>d proceeding would be modified. 

Apm 24. 1992. 

Gulf/Carolina Fuel Raleigh. NC... . 

RR300-140 

Request for Modification/Rescission in the Guff Refund Proceed¬ 
ing. If Granted: The March 27, 1992 Decision and Order (Case 
No. RF3(X)-59) Issued to Carolina Fuel regarding a correction to 
the firm's Application for Refund submitted in the GuM refurxJ 
proceeding would be modified. 


Refund Applications Received 


Date received 


Aprii 17. 1992____ 

Do--- 

Do--- 

Do__-.... 

April 17. 1992 thru Apm 24. 1992- 


Name of refurxf proceeding/name of refund appltcar>t 


Vickers/Nebraska..... 

Nan Helium/Nebraska------ 

Cokne/Nebraska...—.—™— 

Standard Oil Ind <Amoco)/Nebra8ka___—— 

Gull Oil Refund Applications Received.-... 


Do. 


Atlantic Richfield Appkcatioos Received 


Do 


Texaco Refund Applications Received. 


Apr«20. 1992- 

Do___ 

April 21. 1992_ 

Aprs 22. 1992_ 

Do. 

April 23. 1992_ 

Do.. 

April 24. 1992.. 

Do.. 


____ Blandm Paper Company -.. 

____ Growmark. Inc... 

___ Martin Oil Company--—... 

_ LIquegas. . 

_Bonesteel Oil Company.... 

_Sooner Petroleum Cornpany. 

____Three Allen Center_... 

........ Ef>ergy Refunds. Inc.— 

..... Frankston Reliance Gas Company 


Case No. 


RQ1-578 

R03-579 

R02-580 

R0251-58t 

RF300-19927 

thruRF300- 

19960 

RF304-12977 

thruRF304^ 

13002 

RF321-18571 

thruRF321- 

18589 

RF340-114 

RF340-115 

RF333-30 

RF340-116 

RF340-117 

RF340-118 

RF340-119 

RF340-120 

RF340-121 


IFR Doc. 92-13107 Piled 6-3-92; 8:45 am| 
BILUNQ COOE M5<M)1-M 


Cases Fifed During the Week of April 
24 Through May 1, 1992 

During the Week of April 24 through 
May 1,1902, the appeals and 
applications for exception or other relief 
listed in the appendix to this notice were 


filed with the Office of Hearings and 
Appeals of the Department of Energy. 

Under DOE procedural regulations. 10 
CFR part 205, any person who will be 
aggrieved by the EKDE action sought in 
these cases may file written comments 
on the application within ten days of 
service of notice, as prescribed in the 
procedural regulations. For purposes of 
the regulations, the date of service of 


notice is deemed to be the date of 
publication of this notice or the date of 
receipt by an aggrieved person of actual 
notice, whichever occurs first. All such 
comments shall be filed with the Office 
of Hearings and Appeals. Department of 
Energy, Washington, DC 205^. 

Dated: May 26,1992. 

George B. Breznay, 

Director. Office of Hearings and Appeals. 


List of Cases Received by the Office of Hearings and Appeals 


(Week of April 24 through May 2. 19921 


Date 

Name and location of applicant 

Case No. 

Type of submission 

Apm 23. 1992. 

Tesoro/Defense Fuel Supply Ontec. Alexandria, 
VA. 

RR326-1 

Request for Modificalion/Rescission In the Tesoro Refund Pro* 
ceedirig. M Granted. The December 30. 1991 Decision and Order 
(Case No. RF326-310) Issued to Defense Fuel Suppfy Center 
regarding the firm’s Application for Refund submitted in the 
Tesoro refund proceeding would be modified. 

Apm 24. 1992. 

Gulf/GuMmain Service Center. Rye Brook. NY- 

RR300-142 

Request for Modification/Resctssion in the Gulf Refund Proceed- 
if>g. If Granted The March 30. 1992 Osmissal Letter {Case No 
RF300-13532) issued to Gullmain Service Center regardng the 
firm's Application for Refund submitted in the GuM refund pro¬ 
ceeding would be modified 

Anrt 97 1999 

Q Parker Oil Company Inc Asheville. NC.. 

LEE-0042 

Except to the Reporting Requirements. M Granted C. Parker 



Company. Inc., would fX)t be required to file Form EIA-6728^ 
“Resefier/Retailer's Monthly Petroleum Product Sales Report 
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List of Cases Received by the Office of Hearings and Appeals—Continued 


[We«k of April 24 ttwough May 2,1992] 


Date 

Name and loca1k)n of applicant 

Case No. 

Type of submission 

Do .. . . 

ConaoWated Edtoon Co. o< New York, et a/. Glad- 
wyne. PA. 

LER-0008 

Request (or Modtfication/Resctssioa If Granted: The April 2. 1992 
Deciaion and Order (Case Na KEF-0120) issued to the Consoli¬ 
dated Edsoo Co. of New York, et aL, concerning a determina¬ 
tion to extend the deadline for the submission of crude oil refund 
daims to June 30, 1994, would be rescirxied. 

Do. . . 

Gulf/Uverman'e Gulf. INoodbridge. VA_ __ 

RR300-141 

Request for ModificatiofT/Rescission In the Gulf Refurid Proceed¬ 
ing. If Granted: The April 6 , 1992 Dismissal Letter. Issued to 
(Jverman's Gulf regarding the firm's Application for Refund 
submitted the GuN refund proceeding vrould be modified. 

April 29. *992. 

ARCO/Alger OH Company. Rtsing Sun. MD. . . 

RR304-38 

Request lor ModificationyRescission in the ARCO Refund Pro- 
ceedKig. H Granted: The April 8, 1992 Deciston and Order (Case 
No. RR304-35) issued to Alg^ 09 Company In the Atlantic 
Richfield Company Subpart V special refund proceeding would 
be modified. 

Do . . 

Texaco/Stewart's Texaco, SfiamrocK, TX.. 

RR321-112 

Request for Modification/Rescission in the Texaco Refund Pro¬ 
ceeding. If Granted: The April 1. 1992 Decision and Order (Case 
No. RF321>18499) issued to Stewart'S Texaco regarding the 
firm's Applicatioo for Refund submitted in the Texaco refund 
proceeding would be modified. 

Apnl 30, 1992. 

Gult/Hill*8 GuM. Woodbridge. VA . 

RR300-144 

Request for Modification/Resctssion In the Guff Refund Proceed- 
ir>g. If Granted: The April 6. 1992 dismissal of an Application for 
Refund filed by Hitrs Gulf (Case No. RF300'130S8) in the Guff 
Oil Company special refund proceeding would be reviewed. 

Do ___ 

Gulf/Kelly'a Gulf, Woodbridge. VA.... . 

RR300-145 

Request for Modification/Rescission in the GuH Refund Proceed- 
ir>g. If Granted: The Aprs 6. 1992 dismissal of an Application for 
Refund filed by Keliy’s GuN (Case No. RF300-13182) in the GuN 
Oil special refuTKt proceeding would be reviewed. 

Do.. .. 

Gulf/S&S Service Station, Deposit NY .. 

RR300-143 

Request for Modification/Rescission in the GuN Refund Proceed- 
Irig. N Granted: The March 30, 1992 dismissal of an Application 
for Refund filed by the S&S Service Station (Case No. RF300- 
11720) In the GuN OH spedal refund proceeding would be 
modified. 

May 1,1992 _ 

James L Schwab, Spokane, WA —. 

tFA-0208 

Appeal of an Information Request Denial. N Granted: James L 
Schwab would receive a waiver of ail fees IrKurred in the 
processing of his Freedom of information Request for a video¬ 
tape mailed to him on February 6.1992. 

Da ..— 

Consolidated Edteon Company of New York, et «/. 
New York. NY. 

LER-0009 

Request for I^Aodification/Rescissioa N Granted: The April 2, 1992 
Decision and Order (Case No. LFX-0006) issued in the 341 
Tract Unit of the Citronelfe Field proceeding to entertain claims 
for refunds from Farmer Cooperatives and Airlines who executed 
waivers and releases in The Department of Energy Stripper WeO 
Exemptions Litigation would be modified. 

Do.™.. .. 

341 Tract UnH of the CftrorieNe Field. Washingtort 
DC. 

LER-0010 

Request for Modification/Rescissloa N Granted: The December 
24. 1991 Decision and Order (Cases Nos. HEFM)050, HER- 
0106 and KEZ-0096) issued to the 341 Tract Unit of the 
CitroneHe Reid regarding the termination of previously granted 
exception relief would be modified. 


Refund Applications Received 


Date received 

Name of refund proceedk>g/narr>6 of refund applicant 

Case No. 

April 24.1992 thru May 1, 1992______ 

Crude OH, Applications Received—.—....-.. 

RF272-92217 
thru RF272- 
92250 

RF304-13003 


Atlantic Richfield, Applications Received... .. ... 

Do........ , 

Enron Oil, /applications Received.......... 

lhruRF304- 

13021 

RF304-122 

April 27. 1992.„.. 

RAagan A^ito . 

thru RF340- 
161 

RF343-8 

Do. 

Jack's Service............ ...... . . . 

RF342-201 

Do. 

ACF Industries, Inc...... -...... 

RF300-19961 

Do. 

Oly Qi Benbfook. .... . 

RF300-19962 

Do._ _ . 

Da.. . . _ 

Broathray-Yellow Cab Co.. Inc_ 

Falls. 

RF300-19963 
RF300-t9964 
RF300-19965 
RF300-19966 
RF300-19967 
RF321-18587 
RF321-18590 
RF321-18591 
RF321-18592 

Da... 

Ouwokee Courity,,,,,....... 

Do........... 

Stewart 8 Stevemon Services.. ..... .... 

Do._.. 

Bubb's GuN.... ...... 

Do... 

We^dhAnk Texaco.............. 

Do. 

TeaHa riA# . . 

Do_ . 

Chama Texaco.... . . , .. 

Do. 

Gene’A Taxaco r^ervIcA . ........ 

Do. 

PAlAgyt’s TAVAAn 

RF321-18593 

RF321-18594 

Do. 

Mekm’s Texaco .... . ... ....._ ....... 
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Refund Appucations RECaveo—Continued 


Date received 

Name of refurtd proceedtng/name of refund applicant 

Case No 

Apnl 28. 1992 ....... 

City of Wew YoA .. . .„.- ____- 

fU272-50 

Do....A..... 

Albert J. Szoke ....... ... .. .. 

RF342-202 

no -...... ...... ... 

n A j .,.. 

RF300-19966 

Apf4 29. 1992........ 

Drakes Texaco...-....... 

RF321-18595 

Do............... _____ 

Rasmussen Fuel Company. Inc...... 

RF342-203 


The Orcie K Corporation............. 

RF300-19969 

April 30. 1992 _ _________ 

Dave Walters Texaco...... 

RF321-1BS96 





IFR Doc. 92-13123 Filed e-3-92; 8:45 am| 
BiLLMO cooe MSO-OI-M 


Issuance of Decisions and Orders 
During the Week of ApiH 20 Through 
April 24,1992 

During the week of April 20 through 
April 24.1992. the decisions and orders 
summarized below were issued with 
respect to appeals and applications for 
other relief filed with the Office of 
Hearings and Appeals of the 
Department of Energy. The following 
summary also contains a list of 
submissions that were dismissed by the 
Office of Hearings and Appeals. 

Appeals 

David Dekok 4/21/92, LFA-0199 

On March 23.1992. David OeKok filed 
an Appeal from a February 26.1992. 
determination issued by the San 
Francisco Field Office (SFO) of the 
Department of Energy (DOE) in response 
to a request for documents that Dekok 
had made under the Freedom of 
Information Act (FOIA). In considering 
the Appeal, the DOE found that SFO 
had met the requirements of the FOIA 
by making the responsive documents 
available for the requestor’s review at 
the Lawrence Livermore National 
Laboratories and that it had made an 
adequate search for responsive 
documents. However. SFO was directed 
to issue a new determination concerning 
whether a certain document that it had 
discovered pursuant to the Appeal was 
responsive to the Appellant's request. 

fames L Schwab, 4/23/92, LFA-0200 

)ames L Schwab (Schwab) filed an 
Appeal from a determination issued to 
him by the Department of Energy Field 
Office. Albuquerque (OOE/AL) in 
response to a request for information 
made by Mr. Schwab under the Freedom 
of Information Act (FOIA). Mr. Schwab, 
a former employee of a DOE contractor, 
had requested all documents regarding 
the DOE'S investigations into allegations 
made by Schwab concerning: (1) Illegal 
telephone use by contractor employees 
at the Tonapah Test Range (TTR): (2) 
the use of material which originated in 


South Africa at TTR; and (3) the 
possible sighting of endangered species 
at TTR. In its March 16.1992, 
determination. DOE/AL provided 
Schwab with copies of three documents 
regarding illegal telephone use. and two 
other documents regarding the possible 
sighting of endangered species. Schwab 
appealed the adequacy of DOE/AL's 
search and determination. In 
considering the Appeal, the DOE found 
that DOE/AL's case file indicated that 
Sandia National Laboratories had been 
contacted to provide documents 
responsive to Schwab's request 
However, because of personnel changes 
at DOE/AL it could not be determined 
whether other offices or individuals 
were contacted. Based on the 
information provided by DOE/AL the 
DOE was unable to determine whether 
the search conducted was adequate or 
reasonably calculated to uncover the 
material sought by the Appellant. 
Consequently, the DOE remanded the 
matter to DOE/AL to conduct a new 
search for all documents responsive to 
Schwab's request. 

Seattle Post-Intelligencer, 4/24/92, LFA- 
0205 

On April 16.1992. the Seattle Post* 
Intelligencer (SPI) filed an Appeal from 
a determination issued by the 
Bonneville Power Administration (BPA) 
in response to a request for documents 
made by SPI under the Freedom of 
Information Act (FOIA). In that 
determination. BPA denied a request for 
a copy of a settlement agreement 
between the Washington Public Power 
Supply System and the General Electric 
Company on the basis that the 
document was the subject of a 
confidentiality order issued by the 
United States District Court for the 
Eastern District of Washington, The 
order specifically directed BPA not to 
release the settlement agreement. The 
DOE found clear Supreme Court 
authority stating that the FOIA does not 
require an agency to commit contempt 
of court in order to release documents in 
order to comply with the provisions of 
the FOIA. Accordingly, the Appeal was 
denied. 


Thomas Williams, 4lZ4l9Z, LFA-0204 

Thomas Williams filed an Appeal 
from a denial by the Department of 
Energy Office of Inspector General of a 
request for information submitted by Mr. 
Williams under the Freedom of 
Information Act (FOIA). Because some 
of the documents responsive to 
Williams* request related to matters 
under investigation by the 1C. certain 
materials were withheld pursuant to 
FOIA Exemption 7(A). which shields 
from disclosure "records or information 
compiled for law enforcement purposes, 
but only to the extent that the 
production of such law enforcement 
records or information (A) could 
reasonably be expected to interfere with 
enforcement proceedings * * •" 5 U.S,C. 
552(b)(7)(A). However, subsequent to 
the IC's determination, the investigation 
was completed. The matter was 
therefore remanded to the IG for a 
determination on whether the requested 
documents should be released or are 
exempt from mandatory disclosure 
pursuant to another FOIA exemption. 

Refund Applications 

Texaco, Inc./Westgate Texaco, 4/22/92. 

RR321-75 

James R. Allen, the owner of Westgale 
Texaco, filed a Motion for 
Reconsideration of a Decision and 
Order that denied duplicate Texaco 
refund applications that had been filed 
on his behalf by a private firm. Federal 
Refunds. Inc. (FRI). In the Motion. Mr. 
Allen stated that he had signed the 
second application, and certified in it 
that no other application had been filed, 
because he had been informed by FRI 
that the first application had been lost 
and had not been filed. In considering 
the Motion, the DOE found that the 
erroneous filing of the duplicate 
applications was solely caused by FRI. 
T^e DOE also found that Mr. Allen had 
reasonable grounds for believing that 
the second application, which he signed, 
would be the only application filed by 
FRL Accordingly, the Motion for 
Reconsideration was approved and Mr. 
Allen was granted a refund of $5,064. 
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Texas Industries, Inc., 4/23/92, RF272- 
26852, RD272-26852 
The DOE issued a Decision and Order 
granting an Application for Refund filed 
by Texas Industries. Inc., a 
manufacturer of construction materials, 
in the Subpart V crude oil special refund 
proceeding. A group of states and 
territories (States) objected to the 
Application on the grounds that the 
Applicant was able to pass through 
increased petroleum costs to its 
customers. In support of their objection, 
the States submitted an a^idavit of an 
economist stating that, in general, the 
cement industry was able to pass 
through increased petroleum costs. The 
DOE determined that the evidence 
offered by the States was insufficient to 
rebut the presumption of end-user injury 
and that the Applicant should receive a 
refund. The DOE also denied the States* 
Motion for Discovery, finding that 
discovery was not warranted where the 
States had not presented evidence 
sufficient to rebut the Applicant*8 


presumption of injury. The refund 
granted to the Applicant in this Decision 
was $32,668. 

Vickers Energy Corp./Kansas, 4/23/92. 

RQl-575, RQl-576, RQl-577 

The DOE issued a Decision and Order 
approving, in part, the second-stage 
applications filed by the State of Kansas 
in the Vickers Energy Corporation 
special refund proceeding. Kansas 
requested permission to use $390,000 to 
purchase and install new laundry 
equipment at the Topeka State Hospital, 
$69,704 to install a telecommunications 
link between Parsons State Hospital and 
the University of Kansas. $303,476 to 
replace eleven vans for the 
transportation of the State's elderly. 
$149,473 to purchase new kitchen 
equipment for State institutions for the 
elderly and $20,801 to purchase new 
vans for the Beloit youth center. The 
DOE found that, when considered as 
part of Kansas' overall oil overcharge 
restitution program, its plans to install a 


telecommunication link, to purchase 
new vans for the elderly and to 
purchase new vans for the Beloit youth 
warrant approval. The DOE denied 
Kansas* request to use Vickers' monies 
to fund the purchasing of new laundry 
equipment and kitchen equipment. 
Second-stage refunds monies should be 
used to supplement but not supplant 
State, local, or any other funds available 
for the designated programs. On the 
basis of the information available. DOE 
determined that the old laundry and 
kitchen equipment could be replaced 
pursuant to an existing, regularly 
budgeted program. 

Refund Applications 

The Office of Hearings and Appeals 
issued the following Decisions and 
Orders concerning refund applications, 
which are not summarized. Copies of the 
full texts of the Decisions and Orders 
are available in the Public Reference 
Room of the Office of Hearings and 
Appeals. 


American Samoa Power Authority... 

Atlantic Richfield Company/Bogata Gas Co. et al. 

Atlantic Richfield Company/Winsome Arco.. 

Silver Arco... 

Acme Arco..... 

Scrramonte Arco...... 

Fort Howard Cup Corporation...... 

Fort Howard Cup Corporation.......... 

Gulf Oil Corporation/Oinkins Service, Inc. et al. 

Occidental Chemical Corp.«.—. 

Occidental Chemical Corp....... 

Occidental Chemical Corp.. 

Quantum Chemical Corporation/Lascelles Oil Co, et al.. 

Texaco Inc./Felicia Oil Co., Inc. et al...... 

Texaco Inc./Russell Moody’s Texaco el al.. 

Texaco Inc./Williams* Texaco_____ 

Cirton’s Texaco Service..... 

Texaco, Inc./Benoif s Texaco et al... 

Texaco, lnc./Charlie Fambro Service Center et al.. 

Texaco. Inc./james Maler Texaco et al... 

United Refining Company/Martin Oil Co.. 



RF272-66564 

RF304-9293 

RF304-149 

RF304-12840 

RF304-12841 

RF304-12842 

RF272-69564 

RD272-69564 

RR330-121 

RF272-44117 

RD272-44117 

RF272-63961 

RF330-^ 

RF321-7068 

RF321-462 

RF321-1979 

RF321-11848 

RF321^2 

RF321-10273 

RF321-3203 

RF333-30 


04/22/92 

04/20/92 

04/22/92 


04/22/92 

04/22/92 

04/20/92 


04/24/92 

04/20/92 

04/22/92 

04/20/92 

04123/92 

04/23/92 

04/24/92 

04/21/92 


Dismissals 

The following submissions were 
dismissed: 


Name 

Case No. 

AJ. MiHer Trucking Co. 

RF300-13897 

Ai’s Texaco...... 

RF321-09280 

Alps Texaco..... 

RF321-09388 

B 4 H Distributors....___ 

RF321-9954 

Bob Kern's Texaco.. 

RF321-07289 

Boulevard Texaco__ 

RF321-12426 

Bngbton Texaco... 

RF321-16360 

Chadwick South Texaco ............. 

RF321-07188 

Charlie's Texaco .. 

RF321-07306 

Chevron U S. A . Inc. 

RF324-4 

Ckni's GuH . . 

RF300-13611 

ComfTHKwty Texaco........ 

RF321-09285 

Community Texaco.. 

RF321-02211 

Crow Foot Gutt ....... .. 

RF300-13942 

Dave's Texaco... 

RF321-02223 


Name 

Case No 

Del s GuM... 

Donah's Texaco......._ 

E 8 J Tacoma St. Service.. . 

Elrod Gulf Service Statiorv. 

RF300-13955 
RF321-07194 
RF321-07168 
RF300-13636 

Exton Arco... 

RF304-12786 

Five Pomt Texaco.. 

Fork's Texaco._........... 

RF321-09279 
RF321-07172 

Fran Miller’s Texaco...,. 

Frank Newcomb Texaco_..._ 

Fraser Texaco. 

RF321-07181 

RF321-071S5 

RF321-07305 

RF321-5213 

RF321-347 

Gene’s Texaco--- 

Harry Berkovich Texaco. 

Haynes Texaco...— 

Hibdon’s Texaco___ 

HiHtop Texaco.. 

RF321-355 

RF321-371 

RF321-9923 

Ingram Texaco... 

Intercounty Cor^stnx^tion_ 

J.C. O’Dillon Texaco.. 

Jack’s Service Station.. 

Jerry Lowman Texaco. 

Jim’s GuM m Anvty... 

RF321-9927 

RF300-12933 

RF321-09387 

RF321-07298 

RF321-17411 

RF300-13886 


Name 

Case No. 

Johnny’s Texaco.. 

RF321-07290 

Kelley’s Texaco.... 

RF321-5897 

Kiln Supermarket, Inc. 

RF300-13609 

Kingman Truck Termif>al... 

RF315-9988 

LA Gloria Oil 8 Gas Co—...._ 

RF340-45 

Lacey Spnngs GuM.. 

RF300-13929 

Lewis Big GuM____ 

Rf300-13619 

Lewis Dukes GuM....... 

RF300-10e 

Ubom Texaco.........____ 

RF321-09202 

Lord’s Texaco.. 

RF321-09203 

Lucas Funeral Home.. 

RF300-13922 

Lyons Corwtruction Company. 

RF300-13923 

McLain’s Texaco arxJ 02 . 

RF321-689 

McLain’s Texaco #1 and 02 _ 

RF321-688 

Mondeflo’s Brothers Service. 

RF321-07301 

Moore’s Texaco 0^ and 02... . 

RF321-379 

Moore's Texaco 0^ and 02 . 

RF321-380 

Morales Brothers Texaco..... 

RF321-5336 

Morgan Texaco___ 

RF321-07304 

Mosso’s Texaco Service_ 

RF321-390 

Nelson’s Texaco Station...... 

RF321-12404 
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Name 

Case No 

PetlNi 8 Son* Texaco_ 

RF321-07173 

R 8 W Texaco____ 

RF321-07174 

Roiantfs Texaco--- 

RF321-07302 

Royal Gulf_ __ 

RF300-13613 

Ruas'GuM .. 

RF300-13^1 

Russell't Texaco #1 and F2 

RF321-484 

Russell's Texaco #1 and #2 — 

RF321-463 

Sam»h Khati) Sefvice Station. 

RF300-13997 

Sctiatr Texaco.. 

RF321-O710O 

Shendan Fruitwood Texaco_ 

RF321-09288 

Shively’s Texaco Service- 

RF321-07292 

Smith Texaco of Ntagara Fans.... 

RF321-511 

Smith Texaco Sett Service. 

RF321-510 

Soo Oi Company... 

RF300-13604 

South Brothers Gulf Station.J 

RF300-13635 

South Main Texaco _ 

RF321-616 

RF300-13687 

Southeastern Transfer and 

Storage. 

Southland Gulf Super Service. 

RF300-1I616 

Speight’s Texaco.... 

RF321-532 

Tox-Amarl 82... 

RF32I-07169 

Texaco Copia 8 Gateway West .. 

RF321-9952 

Turnpike Texaco. 

RF321-07297 

Vic’s T*«#rX>. . .-.T ...tr-TT -.„ T 

RF321-07300 

Waffs Texaco- 

RF32l-07!e9 

WesthR GuM_ 

RF300-13887 

White’s Texaco........ 

RF321-09386 

Z 0 rt)ey*t Texaco.. 

RF321-09281 


Copies of the full text of these 
decisions and orders are available in the 
Public Reference Room of the Office of 
Hearings and Appeals, room lE-234, 
Forrestal Building. 1000 Independence 
Avenue. SW., Washington. DC 20585. 
Monday through Friday, between the 
hours of 1 p.m. and 5 p.m.. except 
federal holidays. They are also available 
in Energy Management: Federal Energy 
Guidelines, a commercially published 
loose leaf reporter system. 

Dated: May 28.1992. 

George B. Breznay. 

Director, Office of Hearings and Appeals 
|FR Doc. 92-13124 Filed 6-5-92: 6:45 am] 
emJNQ COOC MSO-Ot*M 


ENVIRONMENTAL PROTECTION 
AGENCY 

(FRL 4139-3] 

Agency Information Collection 
Activities Under 0MB Review 

AGENCY: Environmental Protection 
Agency (EPA). 
action: Notice. 

SUfiiiMARY: In compliance with the 
Paperwork Reduction Act (44 U.S.C. 

3501 etseq-), this notice announces that 
the information Collection Request (ICR) 
abstracted below has been forwarded to 
the Office of Management and Budget 
(OMB) for review and comment. The 
ICR describes the nature of the 
information collection and its expected 
cost and burden; where appropriate, it 
includes the actual data collection 
instrument 


DATES: Comments must be submitted on 
or before July 6.1992. 

FOB FURTHEB INFORMATION OR TO 
OBTAIN A COPY OF THIS ICR, CONTACT. 
Sandy Farmer at EPA, (202) 260-2740. 
SUPPLEMENTARY INFORMATION: 

Office of Air and Radiation 

Title: Baseline Request on the 
Production. Transformation. Import and 
Export of Methyl Bromide. (EPA ICR 
#1432.10; OMB #2060-0170). This ICR is 
an amendment to an existing clearance. 

Abstract: The EPA is currently 
developing regulations proposing to add 
methyl bromide to the list of class I 
ozone-depleting substances under 
section 602 of the Clean Air Act 
Amendments of 1990. The Agency is 
requesting clearance to collect baseline 
information on methyl bromide for 1991 
from producers, transformers, importers 
and exporters of the substance. The 
information requested is identical to the 
Agency's November 26.1990 request for 
baseline data for certain ozone- 
depleting substances (55 FR 49116). The 
Agency will use the information to 
establish baselines for methyl bromide 
producers, transformers, importers and 
exporters and to allot production, 
consumption and transformation 
allowances for methyl bromide. 

Burden Statement- The public 
reporting burden for this one-time 
collection of information is estimated to 
average 8 hours per response, including 
time for reviewing instructions, 
searching existing data sources, 
gathering the data needed, and 
completing and reviewing the collection 
of information. 

Respondents: Methyl bromide 
producers, transformers, importers and 
exporters 

Estimated Number of Respondents: 12 
Estimated Total Annual Burden on 
Respondents: 96 hours 
Frequency of Collection: One-time 
Send comments regarding the burden 
estimate, or any other aspect of this 
information collection, including 
suggestions for reducing the burdea to: 
Sandy Farmer, U.S. Environmental 
Protection Agency. Information Policy 
Branch (PM-223), 401 M Street. SW.. 
Washington. DC 20460 
and 

Troy Hillier, Office of Management and 
Budget. Office of Information and 
Regulatory Affairs. 725 17th Street. 
NW„ Washington. DC 20503 

Dated: May 28.1992. 

Paul Lapsley, 

Director, Regulatory Management Division 
|FR Doc. 92-13096 Filed 6-3-92; 8:45 am) 

BILLMG CODE SS60-S(MI 


(FRL 4139-4] 

Science Advisory Board, 
Environmental Engineering 
Committee, Indoor Air Engineering 
Research Subcommittee, Open 
Meeting 

Pursuant to the Federal Advisory' 
Committee Act. Public Law 92-463, 
notice is hereby given that the Science 
Advisory Board's (SAB's) Indoor Air 
Engineering Research Subcommittee 
(LAERS) of the Environmental 
Engineering Committee (EEC), will meet 
on Monday. July 20. and Tue^ay, July 
21.1992. The meeting will be at ^e U.S. 
Environmental Protection Agency (EPA) 
Air and Energy Engineering Research 
Laboratory (AEERL) at Research 
Triangle Park, North Carolina 27711. The 
meeting will begin at 9 am on Monday. 
July 20th and 8:30 am on Tuesday. July 
2l8t and will adjourn no later than 4 pm 
on July 2l8t 

At this meeting, the lAERS will 
receive briefings from Agency staff, and 
comment on the draft report on the 
Agency's Indoor Air Engineering 
Research Program which was prepared 
by the Agency's Office of Research and 
Development (ORD) staff. Copies of this 
draft report on the Agency's Indoor Air 
Engineering Research Program may be 
obtained by contacting Ms. Carolyn 
Fowler. Secretary to the Pollution 
Control Division, ORD at the U.S. EPA'i 
AEERL Research Triangle Park, North 
Carolina 27711 at (919) 541-2915. 

The proposed charge to the SAB's 
lAERS from the Agency's ORD is to 
address the overall indoor air 
engineering research program, to 
evaluate research-ln-progress. as well as 
strategic planning and strategic 
directions issues. The following 
questions are being asked of the SAB/ 
lAERS: (1) Is the EPA/ORD approach to 
source characterization, with its focus 
on developing methods for 
characterizing emissions, sink effects, 
and exposures, a rational and 
scientifically sound approach? (2) la the 
EPA/ORD approach to indoor air 
quality (lAQ) modeling and evaluation 
of lAQ control techniques sufficiently 
rigorous and appropriately practical? (3) 
Are the EPA/ORD projects and plans 
for developing guidance on microbial 
contaminant control reasonable and 
scientifically sound? (4) Is bioresponse 
based testing of emissions from sources 
a reasonable extension of chemically- 
based testing? Is it likely to pro\ide a 
better measure of the potential of indoor 
sources to cause health and comfort 
problems in buildings? and (5) Is there 
any aspect of the strategic direction of 
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the indoor air engineering research 
program that should be reevaluated? 

l^e meeting is open to the public and 
seating will be on a first come basis. 

Any member of the public wishing 
further information, such as a proposed 
agenda on the meeting should contact 
Dr. K. Jack Kooyoomjian. Designated 
Federal Official, or Mrs. Diana L Pozun. 
Secretary, Science Advisory Board 
(AlOlF), U.S. Environmental Protection 
Agency. Washington. DC 20460. at 202/ 
260-6552. Written comments received by 
July 6.1992 will be mailed to the SAB/ 
lAERS; comments received after that 
date will be provided to the LAERS at 
the meeting. Written comments of any 
length (at least 35 copies) may be 
provided to the Subcommittee up until 
the meeting. 

Members of the public who wish to 
make a brief oral presentation should 
contact Dr. K. Jack Kooyoomjian no 
later than fuly 2.1992. The Science 
Advisory ^ard expects that public 
Statements presented at its meetings will 
not be repetitive of previously submitted 
oral or written statements. In general, 
each individual or group making an oral 
presentation will be limited to a total 
time of five minutes. 

Dated: May 21.1992. 

Donald G. Barnes. 

Staff Director, Science Advisory Board 
(A Win 

IFR Doc. 92-13097 Filed 6-3-62; 8:45 am) 

BILUNG CODE 6660-60-M 


Superfund Remedial Branch, Proposed 
Administrative Settlement; Baxter/ 
Union Pacific Tie Treating Site, 

Laramie, WY 

IFRL 4139-53 

AGENCY: U.S. Environmental Protection 
Agency (EPA). 

ACTION: Proposed administrative 
settlement. 

sumiaahy: In accordance with the 
requirements of section 122(i) of the 
Comprehensive Environmental 
Response, Compensation, and Liability 
Act, as amended (CERCLA). notice is 
hereby given of a proposed 
administrative settlement under section 
122(h) concerning the Baxter/Union 
Pacific Tie Treating Site in Laramie. 
Wyoming (Site). The proposed 
administrative settlement requires one 
potentially responsible party (PRP) to 
pay $237,996,12 in order to resolve the 
United States* cost recovery claim 
related to response activities taken by 
EPA in connection with the Site. 

DATES: Comments must be submitted by 
luly 6.1992. 


ADDRESSES: Comments should be 
addressed to Geniene R. Hillier 
(8HWM-SR), Enforcement Specialist 
IJ.S. Environmental Protection Agency, 
Region VUl, 999 18th Street, suite 500. 
Denver. Colorado 80202-2405. and 
should refer to: In the matter of Baxter/ 
Union Pacific Tie Treating Site. Laramie, 
Wyoming. 

FOR FURTHER INFORMATION CONTACT: 

Eduardo Quintana. Assistant Regional 
Counsel. Office of Regional Counsel, at 
(303) 293-1458. 

SUPPLEMENTARY INFORMATION: Notice of 
section 122(h) Cost Recovery Settlement: 

In accordance with section 122(i) of 
CERCLA. notice is hereby given that the 
terms of an Administrative Settlement 
Agreement (CERCLA-VIII-92-14) have 
been agreed to by the Union Pacific 
Railroad Company. In accordance with 
section 122(h)(1) of CERCLA. EPA has 
obtained the prior written approval from 
the Department of Justice to settle the 
United States claim under section 107(a) 
of CERCLA for past response costs 
incurred from September 30.1986 to 
November 30.19^. By the terms of the 
administrative settlement, this PRP will 
pay $237,996,12 to EPA if the United 
States will provide Union Pacific with a 
limited covenant not to sue for 
reimbursement of response and 
oversight costs incurrod by the United 
States after September 30.1986 and 
prior to November 30.1991 in connection 
with Site. The $237,996.12 figure 
represents 100% of the total costs 
expended by EPA from September 30. 
19^ to November 30,1991. in 
connection with response activities 
undertaken to implement a 1986 Record 
of Decision and investigations 
addressing further remediation of the 
Site. 

EPA will receive, for a period of thirty 
(30) days from the date of this 
publication, comments relating to the 
proposed administrative settlement. 

A copy of the proposed 
Administrative ^ttlement Agreement 
may be obtained in person or by mail 
from Eduardo Quintana (8RC). Assistant 
Regional Counsel. U.S. ^vironmental 
Protection Agency, Region VIII. 99918th 
Street, suite 500, Denver. Colorado 
80202-2405. Additional background 
information relating to the 
administrative settlement is available 
for review at that address. 

Dated; May 26.1992. 

Robert L. Duprey, 

Director, Hazardous Waste Management 
Division. 

|FR Doc, 92-13096 Piled 6-3-92; 8:45 am) 

BltUNO COOE B560-«<Mi 


FEDERAL COMMUNICATIONS 
COMMISSION 

(DA 92-6371 

Reporting Requirements for 
International Traffic Data 

AGENCY: Federal Communications 

Commission. 

action: Notice. 

summary: FCC is making available for 
comments a Manual for filing $ 43.61 
Data. The Commission recently revised 
and simplified its requirements for 
reporting international trafiic data. The 
revisions will reduce the burden on 
carriers and improve the quality of data 
received by the Commission. 

DATES: Comments must be filed on or 
before June 19.1992 and reply comments 
must be filed on or before July 6,1992. 
ADDRESSES: To file formally in this 
proceeding, participants must file an 
original and four copies of all comments 
and reply comments with the Secretary, 
Federal Communications Commission. 
Washington. DC 20554. 

FOR FURTHER INFORMATION CONTACT. 
Linda Blake or Jim Lande, Common 
Carrier Bureau. Industry Analysis 
Division. (202) 632-0745. 

SUPPLEMENTARY INFORMATION: 

Release Date: May 22,1992 

Comment Oates Established Reporting 
Requirements for International Traffic 
Data 

Comment Date: June 19.1992 
Reply Date: July 6,1992 
The Commission has revised and 
simplified its requirements for reporting 
international traffic data. Report and 
Order. CC Docket No. 91-22 Released 
February 12,1992 A Manual for Filing 
§ 43.61 Data, dated May 1992 is being 
made available for notice and comment. 

The manual implements the 
Commis8ion*s decision to eliminate 
obsolete reporting requirements. Other 
changes include the incorporation of 
data for Canada, and Saint Pierre and 
Miquelon, and Mexico; streamlined 
requirements for pure resellers: a 
revised definition of minutes to be filed; 
the addition of two categories of private 
line service: and. the reporting of new 
service revenues. The manual also 
provides a new data format to speed 
processing. These revisions will reduce 
the burden on carriers and improve the 
quality of data received by the 
Ck)mmis8ion. 

An original and four copies of 
comments and reply comments on the 
Manual for Filing § 43.61 Data should be 
filed with the Office of the Secretary, 
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1919 M St. NW.. Washington. DC, 20554, 
room 222. Comments must be filed by 
June 19,1992. Reply comments must be 
filed by July 6,1992. 

All carriers that provided 
international service in 1991, including 
pure resale carriers, must file 1991 
international traffic data in compliance 
with the current § 43.61 of the Rules. 
Carriers may use the new reporting 
procedures on an interim basis for 
reporting 1991 data. 

The manual is available for reference 
in the Industry Alalysis Division 
Reference Room, Common Carrier 
Bureau. 1250 23rd Street. NW.. Plaza 
Level. Copies may be purchased by 
calling Downtown Copy Center (DCC) at 
(202) 452-1422. For more information 
contact Linda Blake or )im Lande of the 
Industry Analysis Division at 202-632- 
0745. 

Federal Communications Commission. 

Donna R. Searcy, 

Secreiary. 

IFR Doc. 92-12935 Filed 6-3-92; 0:45 am) 
BILLING COOC 6712-01-11 


FEDERAL EMERGENCY 
MANAGEMENT AGENCY 

IFEMA-942-DR] 

California; Major Disaster and Related 
Determinations 

agency: Federal Management Agency 

(FEMA). 

action: Notice. 

EFFECTIVE DATE: May 2. 1992. 
summary: This is a notice of the 
Presidential declaration of a major 
disaster for the State of California 
(FEMA-942-DR), dated May 2.1992, and 
related determinations. 

FOR FURTHER INFORMATION CONTACT. 
Neva K. Elliott, Disaster Assistance 
Programs, Federal Emergency 
Management Agency. Washington. DC 
20472, (202) 646-3614. 

SUPPLEMENTARY INFORMATION: Notice iS 
hereby given that, in a letter dated May 
2,1992, the President declared a major 
disaster under the authority of the 
Robert T. Stafford Disaster Relief and 
Emergency Assistance Act (42 U.S.C. 
5121 et seq.), as follows: 

I have determined that the damage in the 
City of Los Angeles and Los Angeles County 
(State of California), resulting from fires 
during a period of civil unrest beginning on 
April 29.1992. is of sufficient severity and 
magnitude to warrant a major disaster 
declaration under the Robert T. Stafford 
Disaster Relief and Emergency Assistance 
Act (“the Stafford Act"). I, therefore, declare 
that such a major disaster exists in the City 


of Los Angeles and the County of Los 
Angeles, in the State of California. 

In order to provide Federal assistance, you 
are hereby authorized to allocate from funds 
available for these purposes, such amounts 
as you find necessary for Federal disaster 
assistance and administrative expenses. 

You are authorized to provide Individual 
Assistance and Public Assistance in the 
designated areas. Consistent with the 
requirement that Federal assistance be 
supplemental, any Federal funds provided 
under the Stafford Act for Public Assistance 
will be limited to 75 percent of the total 
eligible costs. 

The time period prescribed for the 
implementation of section 310(a), 

Priority to Certain Applications for 
Public Facility and Ptiblic Housing 
Assistance, 42 U.S.C. 5153, shall be for a 
period not to exceed six months after 
the date of this declaration. 

Notice is hereby given that pursuant 
to the authority vested in the Director of 
the Federal Emergency Management 
Agency under Executive Order 12148.1 
hereby appoint William M. Medigovich 
of the Federal Emergency Management 
Agency to act as the Federal 
Coordinating Officer for this declared 
disaster. 

1 do hereby determine the following 
areas of the State of California to have 
been affected adversely by this declared 
major disaster 

Los angeles County for Individual Assistance 
and Public Assistance. 

(Catalog of Federal Domestic Assistance No. 
83.516. Disaster Assistance) 

Wallace E. Stickney, 

Director. 

|FR Doc. 92-12991 Filed 6-3-92; 8:45 am) 
BILLING COOe 6716-02-M 


FEDERAL MARITIME COMMISSION 

United States/Middle East and Indian 
Subcontinent Interconference; 
Agreement(8) Filed 

The Federal Maritime Commission 
hereby gives notice of the filing of the 
following agreement(8) pursuant to 
section 5 of the Shipping Act of 1984, 

Interested parties may inspect and 
obtain a copy of each agreement at the 
Washington, DC Office of the Federal 
Maritime Commission. 1100 L Street 
NW., room 10325. Interested parties may 
submit comments on each agreement to 
the Secretary, Federal Maritime 
Commission, Washington. DC 20573, 
within 10 days after the date of the 
Federal Register in which this notice 
appears. The requirements for 
comments are found in § 572.603 of title 
46 of the Code of Federal Regulations. 
Interested persons should consult this 
section before communicating with the 


Commission regarding a pending 
agreement. 

Agreement No.: 206-011377. 

Title: United States/Middle East and 
Indian Subcontinent Interconference 
Agreement. 

Parties: 

The **8900** Lines. 

The West Coast/Middle East Rate 
Agreement. 

A.P. Moller-Maersk Line. 

American President Lines, Ltd., 

National Shipping Company of Saudi 
Arabia. 

Sea-Land Service, Inc., 

United Arab Shipping Company 
(S.A.G.). 

Waterman Steamship Corporation. 

Synopsis: The proposed Agreement 
will authorize the parties to discuss and 
agree upon rates, barges, rules, and 
terms and conditions of service, and to 
exchange information in the trade from 
United States ports and points 
(excluding ports in Alaska and Hawaii) 
to ports and points in the Red Sea. 
Arabian Gulf and the Indian 
Subcontinent. 

By order of the Federal Maritime 
Commission. 

Dated: May 29,1992, 
loseph C. Polking. 

Secretary. 

IFR Doc. 92-12999 Filed 6-3-92; 8:45 am] 
BILUNQ COOE 67S(M)1-M 


FEDERAL RESERVE SYSTEM 

John Horace Day; Change In Bank 
Control Notice; Acquisition of Shares 
of Banks or Bank Holding Companies 

The notificant listed below has 
applied under the Change in Bank 
Control Act (12 U.S.C. 1817(j)) and { 
225.41 of the Board’s Regulation Y (12 
CFR 225.41) to acquire a bank or bank 
holding company. The factors that are 
considered in acting on notices are set 
forth in paragraph 7 of the Act (12 U.S.C. 
1817(j)(7)). 

The notice is available for immediate 
inspection at the Federal Reserve Bank 
indicated. Once the notice has been 
accepted for processing, it will also be 
available for inspection at the offices of 
the Board of Governors. Interested 
persons may express their views in 
writing to the Reserve Bank indicated 
for the notice or to the offices of the 
Board of Governors. Comments must be 
received not later than June 24,1992. 

A. Federal Reserve Bank of Atlanta 
(Robert E. Heck, Vice President) 104 
Marietta Street. NW., Atlanta, Georgia 
30303: 
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t John Horace Day, Orlando. Florida; 
to retain 0.02 percent and to acquire an 
additional 890 percent, for a total of 
29.99 percent of the voting shares of 
Orange Banking Corporation, Orlando, 
Florida, and thereby indirectly acquire 
Orange Bank, Orlando, Florida. 

Board of Governors of the Federal Reserve 
System. May 29.1992. 

William W. WUes, 

Secretary of the Board. 

|FR Doc. 92-13055 Filed 8-3-92; 845 am] 

BILUIIQ COOC 


Story County Bancoiporatlon, et at; 
Notice of Appllcatione to de 

novo in Permissible Nonbanking 
Activities 

The companies listed in this notice 
have filed an application under { 
22523(a)(1) of the Board’s Regulation Y 
(12 CFR 225.23(a)(1)) for the Board’s 
approval under section 4(c)(8) of the 
Bank Holding Company Act (12 U.S.C 
1843(c)(8)) and S 22521(a) of Regulation 
Y (12 CIK 225.21(a)) to commence or to 
engage de novo, either directly or 
throu^ a subsidiary, in a nonbanking 
activity that is listed in $ 22525 of 
Regulation Y as closely related to 
banking and permissible for bank 
holding companies. Unless otherwise 
noted, such activities will be conducted 
throu^out the United States. 

Ea^ application is available for 
Immediate inspection at the Federal 
Reserve Bank indicated. Once the 
application has been accepted for 
processing, it will also be available for 
inspection at the ofHces of the Board of 
Governors. Interested persons may 
express their views in writing on the 
question whether consummation of the 
proposal can ’’reasonably be expected 
to produce benefits to the public, such 
as greater convenience, increased 
competition, or gains in efficiency, that 
outweigh possible adverse effects, such 
as undue concentration of resources, 
decreased or unfair competition, 
conflicts of interests, or unsound 
banking practices.” Any request for a 
hearing on this question must be 
accompanied by a statement of the 
reasons a written presentation would 
not suffice in lieu of a hearing, 
identifying specifically any questions of 
fact that are in dispute, summarizing the 
evidence that would be presented at a 
hearing, and indicating how the party 
commenting would be aggrieved by 
approval of the proposal. 

Unless othervrise noted, comments 
regaixling the applications must be 
received at the Reserve Bank indicated 
or the offices of the Board of Governors 
not later than June 29,1992. 


A. Federal Reserve Bank of Chicago 
(David S. Epstein, Vice President) 230 
South LaSalle Street, Chicago. Illinois 
60690: 

I. Story County Bancorporation, 
Jewell, Iowa; to acquire a 99 percent 
limited partnership interest in Viking 
Village Company, LP., Jewell, Iowa, and 
thereby engage de novo in the provision 
of housing for low- and moderate- 
income families, pursuant to § 
22525(b)(6) of the Board’s Regulation Y. 

B. Federd Reserve Bank of Kansas 
City (John E. Yorke. Senior Vice 
President) 925 Grand Avenue. Kansas 
City, Missouri 64198: 

J. The Avoco Company, Avoca, 
Nebraska; to engage de novo in 
community development activities, 
pursuant to S 22525(b)(6) of the Board’s 
Regulation Y. 

Board of Governors of the Federal Reserve 
System. May 29.1992. 

William W. Wiles, 

Secretory of the Board. 

|FR Doc. 92-13052 Filed 6-3-92:845 am) 
mium COOC sato-oi-# 


Tomoka Bancorp, Inc.; Formation of. 
Acquisition by, or Merger of Bank 
Holding Companies 

The company listed in this notice has 
applied for the Board's approval under 
section 3 of the Bank Holding Company 
Act (12 U.S.C. 1842) and S 225.14 of the 
Board’s Regulation Y (12 CFR 225.14) to 
become a bank holding company or to 
acquire a bank or bank holding 
company. The factors that are 
considered in acting on the applications 
are set forth in section 3(c) of the Act (12 
U.S.C, 1842(c)). 

The application is available for 
immediate inspection at the Federal 
Reserve Bank indicated. Once the 
application has been accepted for 
processing, it will also be available for 
inspection at the o^ces of the Board of 
Governors. Interested persons may 
express their views in writing to the 
Reserve Bank indicated for that 
application or to the offices of the Board 
of Governors. Any comment on an 
application that requests a hearing must 
include a statement of why a written 
presentation would not suffice in lieu of 
a hearing, identifying specifically any 
questions of fact that are in dispute and 
summarizing the evidence that would be 
presented at a hearing. 

Comments regarding this application 
must be received not later than June 29, 
1992. 

A. Federal Reserve Bank of Atlanta 
(Robert E, Heck, Vice President) 104 


Marietta Street. NW^ Atlanta, Georgia 
30303: 

1. Tomoka Bancorp, Inc,, Ormond 
Beach, Florida; to become a bank 
holding company by acquiring 100 
percent of the voting shares of Tomoka 
State Bank, Ormond Beach, Florida. 

Board of Governors of the Federal Reserve 
System. May 29,1992. 

WUliam W. WUes. 

Secretary of the Board. 

[FR Doc. 92-13053 Filed 6-3-92; 8:45 am) 
BILUNO COOC €2tO-OVC 


GENERAL ACCOUNTING OFFICE 

Federal Accounting Standards 
Advisory Board; Meeting 

agemcy: General Accounting Office. 
action: Notice. 


summary: Pursuant to section 10(a)(2) of 
the Federal Advisory Committee Act 
(Pub. L No. 92-463), as amended, notice 
is hereby given that the monthly meeting 
of the Federal Accounting Standards 
Advisory Board will be held on 
Thursday. June 18 1992 from 9 a.m. to 4 
p.m. in room 7313 of the General 
Accounting Office. 441 G Street NW.. 
Washington. DC. 

The agenda for the meeting will 
consist of a review of the minutes of the 
May 28-29 meeting, a discussion on 
Uses and Objectives of Federal 
Accounting, and a discussion on 
Liabilities and Other Commitments. We 
advise that other items may be added to 
the agenda; interested parties should 
contact the Staff Director for more 
specific information and to confirm the 
date of the meeting. 

Any interested person may attend the 
meeting as an observer. Board 
discussions and reviews are open to the 
public. 

FOR FURTHER INFORMATION CONTACT: 

Ronald S. Young, Staff Director. 401 F 
Street NW., room 302, Washington, DC 
20001. or call (202) 508-3336. 

Authority: Federal Advisory Committee Act. 
Pub. L No. 92-463, Section 10(a)(2). 66 Stat. 
770, 774 (1972) (current version at f U.S.C 
app. section 10(a)(2) (1988); 41 CFk 101-6.1015 
(1990). 

Dated: May 29.1992. 

Ronald S. Young, 

Staff Director. 

|FR Doc. 92-13057 Filed 6-3-92; 845 am) 
BILUNQ CODE 1416-01-M 
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GENERAL SERVICES 
ADMINISTRATION 

Specifications for Electronic Price Sale 
Catalog 

agency: Federal Supply Service (GSA). 
action: Notice. 

summary: The Federal Supply Service 
(FSS) of the General Services 
Administration has developed a set of 
specifications, consistent with the 
American National Standards Institute 
(ANSI) X12 Standards for Electronic 
Data Interchange (EDI), to be used as a 
minimum guideline for the development 
of Price Sales Catalogs (transaction set 
832) by Federal Supply Schedule 
contractors for submission of such 
catalogs to FSS for use in the Multi-Use 
File For Interagency News (MUFFIN) 
Gateway ordering program. 

MUFFIN Gateway is an interactive, 
electronic bulletin board that will allow 
Federal agencies to review these 
electronic catalogs and create simplified 
purchase orders using model, part and 
descriptive information from the catalog. 
FSS will process these requisitions 
through the existing automated supply 
system to generate EDI purchase orders 
to Schedule contractors who will be 
able to submit EDI invoices to FSS and 
receive Electronic Funds Transfer (EFT) 
payments through the Department of 
Treasury’s Vendor Express program. 

The MUFFIN Gateway program is an 
addition to the on-going FSS EDI 
program which consists of the 
transmission of purchase orders (850). 
purchase order changes (860) and the 
receipt of invoices (810) and payment by 
EFT. 

DATES: Comments concerning the GSA/ 
FSS 832 specifications should be 
submitted no later than 60 days from the 
date of this notice. 

ADDRESSES: Submit comments to the 
Systems. Inventory & Operations 
Management Center (FCS). Federal 
Supply Service. General Services 
Achninistration. Washington. DC 20406. 

FOR FURTHER INFORMATION CONTACT: 

Stuart Goulden. Program Analyst, 
Systems. Inventory & Operations 
Management Center, (703) 305-7741. 

SUPPLEMENTARY INFORMATION: The 

logical ipinimum segments, as defined 
by X12 and the Federal Supply Service’s 
needs for a multiple award Federal 
Supply Schedule data, are: 

ST Transaction Set Header 
BCT Beginning Segment for the Price/ 
Sales Catalog 


REF Reference Numbers 
PER Administrative Communications 
Contact 

DTM Date/Time Reference 
FOB F.O.B. Related Instructions 
Nl Name 

N2 Additional Name Information 
N3 Address Information 
N4 Geographic Location 
PER Administrative Communications 
Contact 
UN 

Item Detail 

PID Product/Item Description 
MEA Measurements 
PKG Marking. Packaging, Loading 
P04 Item Physical Details 
TIM Carrier Details 
LDT Lead Time 

FOB F.O.B. Related Instructions 
CTP Pricing Information 
CTT Transaction Totals 
SE Transaction Set Trailer 
The fundamental concept of the 
mapping is that there will be one 
contract per 832. If a Hrm has multiple 
contracts against a single schedule, then 
multiple 832’s will need to be submitted. 

Dated* May 20.1992. 
lohn R. Roehmer, 

Director, Systems, Inventory & Operations 
Management Center. 

(FR Doc. 92-13117 Filed 6-3-92: 8:45 am) 

BtUJNO CODE e820-24-M 


DEPARTMENT OF HEALTH AND 
HUMAN SERVICES 

Administration for Children and 
Families 

Agency Information Collection Under 
0MB Review 

agency: Administration for Children 
and Families Office of Financial 
Management. 
action: Notice. 


Under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35). we have submitted to the 
Office of Management and Budget 
(0MB) a request for continued use of a 
previously approved information 
collection for the Office of Financial 
Management (OFM) of the 
Administration for Children and 
Families. 

ADDRESSES: Copies of the Information 
Collection request may be obtained from 
Steve Smith. Office of Information 
Systems Management, by calling (202) 
401-0235. 

Written comments and questions 


regarding the requested approval for 
information collection should be sent 
directly to: Kristina Emanuels. OMB 
Desk Officer for ACF. OMB Reports 
Management Branch. New Executive 
Office Building, room 3002, 725 17th 
Street. NW.. Washington. DC 20503. 

(202) 395-7316. 

Information on Document 

Title: Low-Income Home Energy 
Assistance Program (UHEAP) 
Quarterly Estimates—ACF 535 
OMB ATa: 0970-0037 
Description: Title XXVI. section 2610(a) 
of the Low-Income Home Energy 
Assistance Act of 1981 authorizes the 
Secretary to provide for the collection 
of specific data and any other 
information needed to carry out the 
provisions of this Act and. requires 
the Secretary to submit an annual 
summary of the data collection to the 
Congress. 

Data reported on the form is used by 
ACF to adjust the estimated amounts 
obligated and to develop apportionment 
requests. It is also used to develop grant 
awards to State grantees and three 
Indian tribes based on an analysis of 
each grantee’s needs. The grant awards 
will be used by grantees that receive 
over $1 million annually for the Low- 
Income Energy Assistance Program. 
ACF %vill use the information as a 
general accounting of UHEAP funds and 
to assess the utilization patterns of fuel 
consumption. 

Annual Number of Respondents: 55 
Annual Frequency: 1 
Average Burden Hours Per Response: 15 
min. 

Total Burden Hours: 14. 

Dated: May 22.1992. 

Naomi B. Mair, 

Director, Office of Information Systems 
Management 

(FR Doc. 92-13007 Filed 6-3-92. 8:45 am) 
BIUJHO CODE 413(M)1-M 


Agency Information Collection Under 
OMB Review 

agency: Administration for Children 
and Familes, Family and Youth Services 
Bureau (ACYF). 

notice: Under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35), we have submitted to the 
Office of Management and Budget 
(OMB) a request for approval of an 
existing information collection entitled 
“State Grants for Dependent Care 
Planning and Development Program”. 
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This request for OMB clearance is made 
by the Family and Youth Services 
Bureau of the Administration for 
Children, Youth and Families (ACYF) 
within the Administration for Children 
and Families (ACF). 
addresses: Copies of the information 
collection request may be obtained from 
Steve Smith. Office of Information 
Systems Management. ACF, by calling 
(202) 401-9235. 

Written comments and questions 
regarding the requested approval for 
information collection should be sent 
directly to: Kristina Emanuels. OMB 
Desk Officer for ACF. OMB Report^ 
Management Branch. New Executive 
Office Building, room 3002, 725 17th 
Street, NW., Washington, DC 20503, 

(202) 395-7316. 

Information on Document 

Title: State Grants for Dependent Care 
Planning and Development Program 
OMB No,: 0960-0178 

Description: Subsection D of Public Law 
98-558 requires States to submit an 
application to the Department of 
Health and Human Services in order 
to receive an allotment for dependent 
care planning and development 
activities and to submit an annual 
report on its activities under this 
program. In addition, the Law requires 
that both the application and the 
annual report include information on 
its intended use of these funds as well 
as information about prior uses of 
funds received under the program. 

The states are required to report 
information on the number of children 
who participated in before and after 
school child care programs assisted 
under the Act; the characteristics of the 
children served including age levels, 
disabling conditions, and the income 
levels of families in such programs: the 
salary level and benefits paid to 
employees in such child care programs: 
and the number of clients served by the 
resource and referral systems assisted 
under the Act. 

Annual Number of Respondents: 57 
Annual Frequency: 1 

Average Burden Hours Per Response: 20 
Total Burden Hours: 1,14a 
Dated: May 25.1992. 

Naomi B. Marr, 

Director, Office of Information Systems 
Management 

|FR Doc. 92-13008 Filed 8-3-92; a45 am) 
BiaiWO COOC 4130-01-M 


Agency for Toxic Substances and 
Disease Registry 

Workshop to Assist in Developing a 
Standardized Test Battery for Immune 
Function Disorders for Use In 
Environmental Health Field Studies; 
Meeting 

The Agency for Toxic Substances and 
Disease Registry (ATSDR), in 
association with the University of 
Medicine and Dentistry of New Jersey— 
Robert Wood Johnson Medical ^hool (a 
member of the Association of 
Occupational and Environmental 
Clinics), announces the following 
meeting. 

Nome: Workshop to Assist in Developing a 
Standardized Test Battery for Immune 
Function Disorders for Use in Environmental 
Health Field Studies. 

Times and Dotes: 0 a.m.-5 p.m., June 22, 
1992. 0:30 a.m.-5:45 p.m., June 23.1992. 

Place: Days Hotel at Lenox. 3377 Peachtree 
Road. NE, Atlanta. Georgia 30326. 

Status: Open to the public, limited only by 
the space available. The meeting room 
accommodates approximately 50 people. 

Purpose: The purpose of this workshop is 
to assist ATSDR in the selection of 
standardized testing and evaluation methods 
for investigating the association between 
immune function disorders in humans and 
exposure to hazardous substances in the 
environment. 

Matters Ta Be Considered: Participants 
will be divided into the following three 
workgroups: 

Workgroup 1: Hypersensitivity. 

Workgroup 2: Immune Deficiency. 

Workgroup 3: Autoimmunity. 

Each workgroup will discuss three major 
topics: 

(1) Development of testing and evaluation 
methods for immediate use in environmental 
health studies of adults. 

(2) Development of testing and evaluation 
methods for immediate use in environmental 
health studies of children. 

(3) Identification of significant information 
needs in the implementation of these 
evaluation methods and criteria for the 
continuous modification and updating of the 
standard methods. 

Contact Person for More Information: 

Joyce Smith. Division of Health Studies, 
ATSDR (MS E31). 1600 aifton Road NE.. 
Atlanta. Georgia 30333. telephone (404) 639- 
6200. 

Dated: May 28.1992. 

Elvin Hilyer, 

Associate Director for Policy Coordination. 
(FR Doc. 92-13020 Filed 6-3-92; 8:46 am) 
BILLING CODE 41S0-70-M 


Public Health Service 

National Toxicology Program; 
Availability of Technical Report on 
Toxicology and Carcinogenesis 
Studies of Chlorinated Water and 
Chloraminated Water 

The HHS’ National Toxicology 
Program (NTP) announces the 
availability of the NTP Technical Report 
on toxicology and carcinogenesis 
studies of chlorinated water and 
chloraminated water. Chlorine and 
chloramine are used as disinfectants in 
water supplies to prevent the spread of 
waterborne diseases. 

Toxicology and carcinogenesis studies 
of chlorinated water were conducted by 
providing water containing 0, 70,140, or 
275 ppm chlorine to groups of 70 F344/N 
rates or B6C3F1 mice of each sex for up 
to 2 years. 

Under the conditions of these 2-year 
drinking water studies, there was no 
evidence of carcinogenic activity * of 
chlorinated water in male F344/N rats 
receiving 70,140, or 275 ppm. There was 
equivocal evidence of carcinogenic 
activity of chlorinated water in female 
F344/N rats based on an increase in the 
incidence of mononuclear cell leukemia. 
There was no evidence of carcinogenic 
activity of chlorinated water in male or 
female B6C3F1 mice receiving 70,140. or 
275 ppm. 

Toxicology and carcinogenesis studies 
of chloraminated water were conducted 
by providing water containing 50,100, or 
200 ppm chloramine to groups of 70 
F344/N rats or B6C3F1 mice of each sex 
for up to 2 years. 

Under the conditions of these 2-year 
drinking water studies, there was no 
evidence of carcinogenic activity of 
chloraminated water in male F344/N 
rats receiving 50.100, or 200 ppm. There 
was equivocal evidence of carcinogenic 
activity of chloraminated water in 
female F344/N rats based on an 
increase in the incidence of 
mononuclear cell leukemia. There was 
no evidence of carcinogenic activity of 
chloraminated water in male or female 
B6C3FT mice receiving 50.100, or 200 
ppm. 

The Study Scientist for this bioassay 
is Dr. June Dunnick. Questions or 
comments about the contents of this 
Technical Report should be directed to 


* The NTP uses five categories of evidence of 
carcinogenic activity to summarize the strength of 
the evidence observed in each animal study: two 
categories for positive results (“dear evidence" and 
"some evidence"), one category for uncertain 
findings ("equivocal evidence"), one category for no 
observable effect ("no evidence"), and one category 
for studies that cannot be evaluated because of 
major flaws ("inadequate study"). 
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Dr. Dunnick at P.O. Box 12233. Research 
Triangle Park. NC 27709 or telephone 
(919) 541-4811. 

Copies of Toxicology and 
Carcinogenesis Studies of Chlorinated 
Water (CAS Nos. 7782-50-5 and 7681- 
52-9) and Chloraminated Water (CAS 
No. 10599-90-3) (Deionized and 
Charcoal-Filtered) in F344/N Rats and 
B8C3F1 Mice (Drinking Water Studies) 
(TR 392) are available from NTP Central 
Data Management. NIEHS. P.O. Box 
12233, MD AO-01. Research Triangle 
Park. NC 27709; telephone (919) 541- 
1371. 

Dated: May 29.1992. 

Kenneth Olden, 

Director, National Toxicology Program, 

(FR Doc. 92-13012 Filed 6-3-92; 8:45 am) 

B4UJNQ CODE 4140-01-M 


National Toxicology Program; 
Availability of Technical Report on 
Toxicology and Carcinogenesis 
Studies of Ethylene Thiourea 

The HHS’ National Toxicology 
Program (NTP) announces the 
availability of the NTP Technical Report 
on toxicology and carcinogenesis 
studies of Ethylene thiourea (ETU). used 
extensively in the rubber industry as an 
accelerator in the vulcanization of 
elastomers. It is also a trace 
contaminant and metabolic degradation 
product of a widely used class of 
ethylene bisdithiocarbamate fungicides. 

Toxicology and carcinogenicity 
studies were conducted administering 
dietary concentrations of 0, 25.83. and 
250 ppm ethylene thiourea to j^oups of 
60 F344/N rats of each sex. Dietary 
concentrations of 0.100, 330. and 1.000 
ppm ethylene thiourea were 
administered to groups of 60 B8C3F1 
mice of each sex during these 2-year 
studies. 

Under the conditions of these 2-year 
adult-only dietary exposures, there was 
clear evidence of carcinogenic activity * 
of ethylene thiourea in male and female 
F344/N rats, as shown by increased 
incidences of thyroid follicular cell 
neoplasms. Tliere was clear evidence of 
carcinogenic activity of ethylene 
thiourea in male and female B8C3F1 
mice as shown by increased incidences 
of thyroid follicular cell neoplasms, 
hepatocellular neoplasms, and 


• The NTP use* five categories of evidence of 
cttfcinogenic activity to summarize the evidence 
observed in each animat study: two categories fur 
positive results (“dear evidence“ and “some 
evidence' ), one category for uncertain findings 
(“equivocal evidence"), one category for no 
observable effect ("no evidence"), and one category 
for studies that cannot be evaluated because of 
muior flaws (“inadequate study"). 


adenomas of the pars distalis of the 
pituitary gland. 

Perinatal exposure alone to ethylene 
thiourea had no effect on the incidences 
of neoplasms in rats or mice after two 
years. Combined perinatal and 2-year 
adult exposures produced marginal 
increases in the incidences of th 3 froid 
neoplasms. Zymbal’s gland neoplasms, 
or mononuclear cell leukemia in some 
dose groups. 

Nonneoplastic lesions associated with 
the administration of ethylene thiourea 
included follicular cell hyperplasia in 
rats and mice and follicular cell 
cytoplasmic vacuolation, centrilobular 
hepatocellular cytomegaly. and focal 
hyperplasia of the pars distalis of the 
pituitary gland in mice. Other effects 
associated with the administration of 
ethylene thiourea included decreased 
serum levels of T4 and/or T3 in rats and 
increased serum levels of TSH in rats 
and mice. 

The Study Scientist for this bioassay 
is Dr. Rajendra S. Chhabra. Questions or 
comments about the contents of this 
Technical Report should be directed to 
Dr. Chhabra at P.O. Box 12233. Research 
Triangle Park. NC 27709 or telephone 
(919) 541-3386. 

Copies of Toxicology and 
Carcinogenesis Studies of Ethylene 
Thiourea (CAS No. 96-45-7) in F344/N 
Rata and B6C3F1 Mice (Feed Studies) 
(TR 388) are available from NTP Central 
Data Management. NIEHS. P.O. Box 
12233, MD AO-01. Research Triangle 
Park. NC 27709; telephone (919) 641-1371 
or (919) 541-6419. 

Dated: May 29.1992. 

Kenneth 0(den, 

Director, National Toxicology Program. 

[FR Doc. 92-13013 Filed 6-3-92:8:45 am) 

B4LUMG CODE 4140-01-M 


DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT 

Office of Administration 

[Docket No. N-92-3446] 

Submission of Proposed Information 
Collections to 0MB 

agency: Office of Administration. HUD. 
action: Notices.__ 

summary: The proposed information 
collection requirements described below 
have been submitted to the Office of 
Management and Budget (OMB) for 
review, as required by the Paperwork 
Reduction Act. The Department is 
soliciting public comment on the subject 
proposals. 


ADDRESS: Interested persons are invited 
to submit comment regarding these 
proposals. Comments should refer to the 
proposal by name and should be sent to: 
Jennifer Main, OMB Desk Officer. Office 
of Management and Budget. New 
Executive Office Building, Washington. 
DC 20503, 

FOR FURTHER INFORMATION CONTACT: 

Kay F. Weaver. Reports Management 
Officer, Department of Housing and 
Urban Development 451 7th Street. 
Southwest. Washington. DC 20410, 
telephone (202) 708-0050. This is not a 
toll-free number. Copies of the proposed 
forms and other available documents 
submitted to OMB may be obtained 
from Ms. Weaver. 

SUPPLEMENTARY INFORMATION: The 
Department has submitted the proposals 
for the collection of information, as 
described below, to OMB for review, as 
required by the Paperwork Reduction 
Act (44 U.S.C. chapter 35). 

The Notices list the following 
information: 

(1) The title of the information 
collection proposal; 

(2) The o^ice of the agency to collect 
the information: 

(3) The description of the need for the 
information and its proposed use: 

(4) The agency form number, if 
applicable: 

(5) What members of the public will 
be affected by the proposal: 

(6) How frequently information 
submissions will be required: 

(7) An estimate of the total number of 
hours needed to prepare the information 
submission including number of 
respondents, frequency of response, and 
hours of response: 

(8) Whether the proposal is new or an 
extension, rein statement, or revision of 
an information collection requirement: 
and 

(9) The names and telephone numbers 
of an agency official familiar with the 
proposal and of the OMB Desk Officer 
for the Department 

Authority; Section 3507 of the Paperwork 
Reduction Act. 44 U.S.C. 3507; section 7(d) of 
the Department of Housing and Urban 
Development Act. 42 U.S.C. 3635(d). 

Dated: May 26.1992. 

|ohn T. Murphy. 

Director, information Resources, 
Management Policy and Management 
Division. 

Proposal: Request for termination of 

multifamily mortgage insurance. 
Office: Housing. 

Description of the Need for the 

information and its Proposed Use: 

HUD-9807 will be used to inform HUD 

that a mortgage has been paid in full 
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or that a mortgagor and mortgagee 
mutually agree to terminate the 
contract of mortgage insurance with 
HUD. 


Form Number HUD-9807. Reporting Burden: 

Respondents: Businesses or other for- 
profit. 

Frequency of Submission: On occasion. 



Number of 

Frequency 

Hours per 

Burden 


respondents * 

of respoftse 

response ” 

hours 

hud-9807...-.... 

------ 480 

1 

.125 

60 


Total Estimated Burden Hours: 60. 
Status: Revision. 

Contact Victor L Vancanti. (202) 708- 
2022, Jennifer Main, OMB, (202) 395- 
6880. 

Dated: May 26,1992. 

Proposal: Evaluation of the Emergency 
Shelter Grants Program. 


Office: Policy Development and 
Research. 

Description of the Need for the 
Information and its Proposed Use: 
This information collection will 
evaluate the Emergency Shelter 
Grants Programs (ESGP). It will 
address program description, 
implementation, and impact status. 


HUD will use the results to improve 
ESGP administration. 

Form Number None. 

Respondents: State or local governments 
and non-profit Institutions. 

Frequency of Submission: One-Time. 
Reporting Burden: 






Number of 
respondents 

Frequerx^ 
of response 

Hours per ^ 
response “ 

Burden 

hours 

Information collection.— 


. 

... 

__ 1398 

1 

.692 

968 


Total Estimated Burden Hours: 968. 
Status: New. 

Contact John Carson, HUD, (202) 708- 
3700, Jennifer Main. OMB. (202) 395- 
6880. 

Dated: May 27.1992. 

|FR Doc. 92-13037 Filed 6-3-92: 8:45 am] 
BttUNQ COOC 


Office of the Assistant Secretaf 7 for 
Community Planning and 
Development 

(Docket No. D-92-994; FR-3276-D-01) 

Redeiegation of Authority for the 
Home Investment Partnerships 
(HOME) Program 

agency: Office of the Assistant 
Secretary for Community Planning and 
Development. HUD. 
action: Notice of redelegation of 
authority. 


summary: The Assistant Secretary for 
Community Planning and Development 
is redelegating all power and authority 
with respect to the Home Investment 
Partnerships (HOME) Program to the 
Deputy Assistant Secretary for Grant 
Programs, subject to certain specified 
exceptions. 

effective date: May 15,1992. 
for further information contact: 

Mary Kolesar. Office of Affordable 
Housing Programs, 451 Seventh Street, 


SW., Washington. DC 20410, telephone 
(202) 706-2470, TDD (202) 706-2565. 
(These are not toll-free numbers.) 

supplementary information: The 

Secretary delegated all power and 
authority with respect to the HOME 
Program to the Assistant Secretary for 
Community Planning and Development, 
subject to certain exceptions, on 
November 4.1991, at 56 FR 56416. This 
delegation of authority, however, did not 
include the power and authority to 
administer the HOME Program with 
respect to Indian Tribes, which was 
delegated to the Assistant Secretary for 
Public and Indian Housing in a 
delegation of authority published on the 
same day at 56 FR 56417. In this 
redelegation, the Assistant Secretary for 
Community Planning and Development 
is redelegating to the Deputy Assistant 
Secretary for Grant Programs delegated 
authority with respect to the HOME 
Program, subject to additional 
exceptions. In another redelegation of 
authority published elsewhere in today*8 
Federal Register, each Regional 
Administrator, Office Manager, and 
Director of an Office or Division of 
Community Planning and Development, 
and the Deputy of each such official, is 
also authorized by the Assistant 
Secretary for Community Planning and 
Development to exercise the power and 
authority of the Assistant Secretary with 
respect to the HOME Program, subject 
to additional exceptions. 

Accordingly, the Assistant Secretary 


for Community Planning and 
Development redelegates as follows; 

Section A. Authority Redelegated 

The Deputy Assistant Secretary for 
Grant Programs is authorized by the 
Assistant Secretary for Community 
Planning and Development to exercise 
the power and authority of the Assistant 
Secretary with respect to the HOME 
Program authorized by the HOME 
Investment Partnerships Act (42 U.S.C. 
12721-17839), except the power and 
authority specified in section B of this 
notice. 

Section B. Authority Excepted 

There is excepted from the authority 
delegated under section A, the power 
and authority to issue or waive 
regulations. 

Section C No Further Redelegation 

The Deputy Assistant Secretary for 
Grant Programs may not further 
redelegate the power and authority 
redelegated herein under section A. 

Authority: HOME Investment Partnerships 
Act (42 U.S.C. 12721-12839); section 7(d), 
Department of Housing and Urban 
Development Act (42 U.S.C. 3535(d]). 

Dated: May 15.1992. 

Randall H. Erben, 

Acting Assistant Secretary for Community 
Planning and Development, 

|FR Doc. 92-13038 Filed 6-3-92; 645 am) 

BILLING COOC 4210-2S-M 
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I Docket No. D-92-995; FR-3277-D-011 

Redelegation of Authority for the 
Home Investment Partnerships 
(HOME) Program 

AGENCY: Office of the Assistant 
Secretary for Community Planning and 
Development. HUD. 

ACTION: Notice of redelegation of 
authority. 

summary: The Assistant Secretary for 
Community IManning and Development 
is redelegating power and authority with 
respect to the Home Investment 
Partnerships (HOME) Program to 
Regional Administrators. Field Office 
Managers, and Field Directors of 
Community Planning and Development 
Division, subject to certain specified 
exceptions. 

EFFECTIVE DATE: May 15.1992. 

FOR FURTHER INFORMATION CONTACT: 

Mary Kolesar. Office of Affordable 
Housing Programs, 451 Seventh Street 
SW., Washington, DC 20410, telephone 
(202) 708-2470. TDD (202) 708-2565. 
(These are not toll-free numbers.) 
SUPPLEMENTARY INFORMATION: Ihe 
Secretary delegated all power and 
authority with respect to the HOME 
Program to the Assistant Secretary for 
Community Planning and Development, 
subject to certain exceptions, on 
November 4,1991, at 56 FR 56416. This 
delegation of authority, however, did not 
include the power and authority to 
administer the HOME Program with 
respect to Indian Tribes, which was 
delegated to the Assistant Secretary for 
Public and Indian Housing in a 
delegation of authority published on the 
same day at 56 FR 56417. In this 
redelegation, the Assistant Secretary for 
Community Planning and Development 
is redelegating to specified officials of 
HUD Regional and Field Offices 
delegated authority with respect to the 
HOME Program, subject to additional 
exceptions. In another redelegation of 
authority published elsewhere in today's 
Federal Register the Deputy Assistant 
Secretary for Grant Pro^ams is also 
authorized by the Assistant Secretary 
for Community Planning and 
Development to exercise the power and 
authority of the Assistant Secretary with 
respect to the HOME Program, subject 
to additional exceptions. 

Accordingly, the Assistant Secretary 
for Community Planning and 
Development redelegates as follows: 

Section A. Authority Redelegated 

Each Regional Administrator, Office 
Manager, and Director of an Office or 
Division of Community Planning and 
Development, and the Deputy of each 


such official, is authorized by the 
Assistant Secretary for Community 
Planning and Development to exercise 
the power and authority of the Assistant 
Secretary with respect to the HOME 
Program authorized by the HOME 
Investment Partnerships Act (42 U.S.C. 
12721-17839). except the powers and 
authorities specified in Section B of Ihis 
Notice. 

Section B. Authority Excepted 

There is excepted from the authority 
delegated under Section A, the powers 
and authorities to: (1) Determine formula 
allocation and reallocation amounts 
pursuant to section 217 (42 U.S.C. 12747): 

(2) establish criteria to measure the 
authority and administrative capacity of 
local governments to form consortia 
pursuant to section 216 (42 U.S.C. 12746): 

(3) revoke a jurisdiction's designation as 
a participating jurisdiction, pursuant to 
section 216 (42 U.S.C 12746); (4) effect 
remedies for noncompliance pursuant to 
section 223 (42 U.S.C 12753); and (5) 
issue or waive regulations. 

Section C No Further Redelegation 

Regional Administrators, Office 
Managers, and Directors of an Office or 
Division of Community Planning and 
Development, and the Deputies of each 
such official may not redelegate the 
power and authority redelegated herein 
under section A. 

Authority: HOME Investment Partnerships 
Act (42 U.S.C. 12721-12839): see. 7(d), 
Department of Housing and Urban 
Development Act (42 U.S.C 3535(d)). 

Dated: May 15.1992. 

Randal] H. Erben, 

Acting Assistant Secretary for Community 
Planning and Development. 

[FR Doc. 92-13039 Filed 6-3-92:845 am| 
BILUNG CODE 4210-29-M 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

(OROa0-01-e310-12 (Q-2-247)1 

Salem DIstiict Advisory Council; 
Meeting 

AGENCY; Bureau of Land Management. 
Interior. 

ACTION: Meeting of the Salem District 
Advisory Council. 

summary: Notice is hereby given in 
accordance with Public Law 94-579 and 
43 CFR part 1780 that a meeting of the 
Salem District Advisory Council will he 
held on Thursday, June 25,1992, 
beginning at 1 p.m. The meeting will be 
held in the Salem District Office, 1717 
Fabry Rd. SE. Salem. OR. 


AGENDA: The agenda for the meeting 
will include: 

(1) Introduction of the new members. 

(2) Appointment of a new chairperson. 

(3) Discussion of the BLM Salem 
District Land Use Plan and 
Preferred Alternative. 

The meeting is open to the public. 
Anyone wishing to make an oral 
statement must notify the District 
Manager at the Salem District Office. 
1717 Fabry Road SE. Salem, Oregon 
97306 by June 19.1992. Written 
comments will also be received for the 
council's considerations. Summary 
minutes will be maintained in the 
district office and will be available for 
public inspection and reproduction 
during re^ar business hours within 30 
days following the meeting. 

Van W. Manning, 

Salem District Manager. 

[FR Doc. 92-13119 Filed 8-3-92; 8:45 am) 
eiUJNQ CODE 4310-33-41 


lUT-942-2112-15; UTU 69597) 

Reconveyance of Certain Lands In 
Garfield County, Utah and Order 
Providing for Opening of Public Lands 
in Garfield County, Utah 

AGENCY: Bureau of Land Management, 

Interior. 

action: Notice. 

summary: On April 19,1989, certain 
public lands were conveyed to the State 
of Utah under IL 330, to indemnify the 
State for lands which could not be 
granted at statehood. Through an out-of- 
court settlement some of the lands 
granted under IL 330 were quit claimed 
back to the United States. This order 
will open the reconveyed lands to the 
operation of the public land laws and 
the mining laws. 

EFFECTIVE DATE: July 6, 1992. 

FOR FURTHER INFORMATION CONTACT. 
Randy Massey, BLM Utah State Office. 
P.O. Box 45155, Salt Lake City. Utah 
84145-0155, (801) 539-4119. 
SUPPLEMENTARY INFORMATION: Notice is 
hereby given that the following lands 
were reconveyed to the United States by 
quit claim deed from the State of Utah. 
These lands were conveyed to the State 
in IL 33a dated April 19,1989. Through 
an out of court settlement, it was agreed 
that the State of Utah would deed 
certain lands back to the United States. 
The following lands were quite claimed 
to the United States on February 27, 
1992: 

Salt Lake Meridian 
T. 36 S.. R. 5 E.. 
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Sec. 34. SV4SEy4 

Sec. 35. S^^NViSW^. S'ltSW'i. SEy4 

T. 37 S.. R. 5 E.. 

Sec. 1. lots 1-4. S'/iNV*. Sy»; 

Sec 3. lots 1-4. Si^NVi. SV4 

Sec. 9. all: 

Sec. 10. all; 

Sec. 11. all 

Sec. 12. all. 

Sec. 13. NE*/4. N’^NVVU. SW-iNW^^,. SVi: 

Sec. 14. all: 

Sec. 15. all. 

The areas de8cnl>ed aggregate 
approximately 6,074.56 acres in Garfield 
Cotin ly. 

At 9 a.m. on |uly 6.1992. the lands will 
be opened to the operation of the public 
land laws generally, subject to valid 
existing rights and requirements of 
applicable law. All valid applications 
received at or prior to 9 a.m. on July 6. 
1992, shall be considered in the order of 
filing. 

At 9 a.m. on July 6.1992. the laqds will 
be opened to location and entry under 
the United States mining laws, subject 
to valid existing rights and requirements 
of applicable law. Appropriation of any 
of the lands described in this notice 
under the general mining laws prior to 
the date and time of opening is 
authorized. Any such attempted 
appropriation, including attempted 
adverse possession under 30 U.S.C. 38 
(1988), shall vest no rights against the 
attempted adverse possession under 30 

U. S.C 38 (1988), shall vest no rights 
against the United States. Acts required 
to establish a location and to initiate a 
right of possession are governed by 
State law where not in conflict with 
Federal law. The Bureau of Land 
Management will not intervene in 
disputes between rival locators over 
possessory rights since Congress has 
provided for such determinations in 
local court. 

Ted O. StephensoQ. 

Deputy State Director, Operations. 

|KR Doc. 92-13018 Filed 6-3-92: 8 45 am| 

BitUNQ CODE 4310-00^ 


ICA-010-4212-13, CACA 300761 

Realty Action; Exchange of Public 
Land in Yuba and Nevada Counties, CA 

agency: Bureau of Land Management. 
Department of the Interior. 


summary: The following described 
public land (surface and mineral estate) 
IS being considered for exchange under 
Action 206 of the Federal Land Policy 
and Management Act of 1976 (43 U.S.C. 
1716): 


Selected Public Land 
Yuba County 
T.17N.. R.7E.. \WM. 

Sec. 2: Lot 2. SWy4NE*/4. NWV4SE' * 

TIBX.. R.7E.. M.DJyt 
Sec. 28; I^ots 1 and 2 
Nevada County 

T.16N., R.9E.. M D M 
Sec. 8; Lot 2 
T17N., R.IOF^. M.DM. 

Sec. 20. SEV^SEV* 

Sec. 28: Lots 5.6 and 7 
Aggregating .364.87-Acres, more or less 

The selected public land described 
above is hereby segregated from 
settlement, location and entry under the 
public land laws and from the mining 
laws for a period of two years from the 
date of publication of this notice in the 
Federal Register. 

The above land is being considered 
for possible, transfer to a nonproFit 
conservation organization. In exchange, 
the public would receive private land 
located on either the North Fork or 
South Fork of the American River or the 
Merced River, or marshlands and 
waterfowl habitat located in the 
California Central Valley. This proposal 
is considered to be in the public interest 
and is consistent with current land use 
plans. 

SUPPLEMENTARY INFORMATION: The 

above described Federal land would be 
transferred subject to a reservation to 
the United States for a right-of-way for 
ditches and canals constructed under 
the authority of the Act of August 20. 
1890 (43 U.S.C. 945); also right-of-way of 
record would be identified as prior 
existing rights. 

All necessary clearances including 
clearances for archaeology, rare plants 
and animals would be completed prior 
to any conveyance of title by the U.S. 

FOR ADDIT10HAL INFORMATION: Contact 
Mike Kelley, (916) 98S-4474 or at the 
address listed below. 

ADDRESS: For a period of 45 days from 
publication of this notice in the Federal 
Register, interested parties may submit 
comments to the District Manager, c/o 
the Area Manager, Folsom Resource 
Area, 63 Natoma Street, Folsom. CA 
95630. 

Ualed; May 27.1992. 

D.K. Swickard. 

Area Manai;er. 

llTt Doc. 92-13110 Filed 6-3-92; 8:45 am| 
BILLING CODE 42\0-40-m 


(UT-942-02-5700-11; UTU-^73721 

Realty Action, Noncompetitive Lease 
of Public Land In Grand County. UT 

agency: Bureau of Land Management 
Interior. 

action: fJotice of realty action, UTU- 
67372, noncompetitive lease of public 
land In Grand County. Utah. 

summary: Notice is given that the 
following described parcel of public 
land has been examined, and through 
the development of local land-use 
planning decisions, based upon public 
input, resource considerations, 
regulations, and Bureau policies, the 
parcel has been found suitable for lease 
pursuant to section 302 of the Federal 
Land Policy and Management Act of 
1976 (FLPMA) (90 Stat 2762: 43 U.S.C. 
1732) using noncompetitive (direct) lease 
procedures (43 CFR 2920.5-4(b)). 

Salt Lake Meridian. Utah 
T. 24 S.. R. 23 E.. SLM 

Section 27. SV^SEWiNEV4SWV4NEy4. SWy 4 
SWV4NWV'4SEV4NEy4. NEV4SE%SWyi 
NEWi. WV'fNWV4SWV4SEV5iNEV4. NV^ 
SEy4SEy4Swy4NEy4. nwv4SWV4Swv4 
SEy4NEy4. Ny*swyiSEV4SEV'4Swy4 
NEy4. N^SWViSW^SW^SEViNE*^. 

The described parcel aggregates 
approximately 6.4 acres. 

The lands are presently used by 
Canyonlands Field Institute (CFI). a non¬ 
profit educational organization, for an 
educational field camp under a special 
recreation permit. Students camp in a 
remote location and are provided with 
meals, classroom and bathroom 
facilities. The BLM proposes to issue a 
5-year renewable lease to CFI to convert 
to a more appropriate authorization for 
the existing facility. The proposed lease 
would not authorize the construction of 
any permanent structures. The camp 
would essentially be removable with the 
help of a backhoe and would be 
reclaimed at the termination of the 
authorization. 

The parcel is being offered as a 
noncompetitive (direct) lease to CFI in 
accordance with 43 CFR 2920.5-4(b) at 
no less than fair market rental. The 
proposal is a change of authorization to 
an organization that has shown good 
stewardship of the land. The lease 
would be subject to all valid existing 
rights. 

COMMENTS: For a period of forty-five 
(45) days from the date of publication of 
this notice in the Federal Register, 
interested parties may submit comments 
to the Moab District Manager. Bureau of 
Land Management. P.O. Box 970, Moab. 
Utah 64532. Objections will be reviewed 
by the Utah State Director who may 
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sustain, vacate, or modify this realty 
action. In the absence of any objections, 
this realty action will become the final 
determination of the Department of 
Interior. 

SUPPLEMENTARY INFORMATION: For 

further information, contact Mary von 
Koch. Realty Specialist, Grand Resource 
Area Office, 885 So. Sand Flats Road, 
Moab, Utah 84532, (801) 259-8193. or 
from Brad Groesbeck, District Realty 
Specialist. Moab District Office, 82 East 
Dogwood. P.O. Box 970, Moab, Utah 
84532, (801) 259-6111. 

Dated: May 28,1992. 

Kenneth V. Rhea. 

Acting District Manager 

|FR Doc. 92-13049 Filed 6-3-92; 8:45 am) 

BILLINO COOC 431(M>0-M 


(UT-06(M)2-4212-14; UTU-57115 through 
UTU-57119J 

Realty Action, Competitive and 
Noncompetitive Sale of Public Land In 
Grand County, UT 

agency: Bureau of Land Management, 
Interior. 

action: Notice of Realty Action, UTU- 
57115 through UTU-57119, Competitive 
and Noncompetitive Sale of Public Land 
in Grand County, Utah. 

SUMMARY: Notice is given that the 
following described parcels of public 
land have been examined, and through 
the development of local land-use 
planning decisions, based upon public 
input, resource considerations, 
regulations, and Bureau policies, the 
parcels have been found suitable for 
disposal by sale pursuant to section 203 
of the Federal Land Policy and 
Management Act of 1976 (FLPMA) (90 
Stat. 2750; 43 U.S.C. 1713) using 
competitive and noncompetitive sale 
procedures (43 CFR 2711.3-1 and 43 CFR 
2711.3-3). 

The parcels are difficult and 
uneconomic to manage as public lands, 
are not needed for any resource 
programs, and are not suitable for 
management by the Bureau of any other 
Federal department or agency. 

Parcels to Be Offered for Competitive Sale 

Serial Number, legal description, acreage, 
and appraised fair market value 
UTU-57115 T. 21 S.. R. 20 E. SLM, Utah. 
Section 20, SWVCiSW*/5i (40 acres) 
$6,000.00 

UTU-57116 T. 21 S.. R. 20 E.. SLM, Utah. 
Section 29. Lots 3,4,5 (80.34 acres) 
$15,300.00 

UTU-57117 T. 21 S., R. 20 E.. SLM. Utah. 
Section 29. L!*ts 1. 2 (29.95 acres) 
$24,000.00 


Parcels UTU-57115-117 are public lands 
isolated by private land and Interstate 
Highway 70. They have public access from 
Grand County roads. 

Parcels to Be Offered for 
Noncompetitive Direct Sale 

The following two parcels will be 
offered for sale to Lester Rogers, the 
adjacent landowner. The lands are 
isolated by Mr. Rogers' private lands 
and Interstate 70. The only physical 
access to the lands is from the private 
lands. Legal access is available through 
public lands east of the parcels. The fair 
market value for these parcels will be 
based on sales data collected from the 
competitive sale of parcels UTU-57115. 
UTU-57116. and UTU-57117. 

UTU-57118 T. 21 S., R. 20 E. SLM. Utah. 

Section 28. Lot 2 (19.32 acres) 

UTU-57119 T. 21 S.. R. 20 E. SLM. Utah. 

Section 28. Lot 1 (41.21 acres) 

The parcels will not be offered for 
sale until at least sixty (60) days after 
publication of this notice in the Federal 
Register. The sale will be at no less than 
the appraised fair market value. 

Publication of this notice will serve as 
the 2-year notification to the grazing 
permittees of a reduction of grazing 
privilege in grazing authorization 
numbers 6318 (Crescent Junction 
Allotment) and 6342 (Crescent Canyon 
Allotment). 

Publication of this notice in the 
Federal Register segregates the public 
land from the operation of the public 
land laws and the mining laws. The 
segregative effect will end upon 
issuance of a patent, or two hundred 
seventy (270) days from the date of 
publication, whichever occurs first. 

The terms and conditions applicable to 
the sale are 

1. All minerals, including oil and gas, 
shall be reserved to the United States, 
together with the right to prospect for. 
mine, and remove the minerals. 

2. A right-of-way will be reserved for 
ditches and canals constructed by the 
authority of the United States (Act of 
August 30,1890, 26 Stat. 391; 43 U.S.C. 
945). 

3. The sale of the parcels will be 
subject to all valid existing rights, 
reservations, and privileges of record 
including, but not limited to the 
following: 

Parcel UTU-^7115 

a. A right-of-way (RCW) for Grand 
County Road #175 acquired through 
relinquishment by the Federal Highway 
Administration (FHWA). 

b. Right-of-way UTUO-146642 for a 3" 
buried culinary water pipeline within 
the road ROW authorized under the Act 


of February 15,1901 (31 Stat. 790; 43 
U.S.C. 959). 

Parcel UTU--57116 

a. A lOO'-wide right-of-way for County 
Road #144 acquired through 
relinquishment by the FHWA. 

b. Right-of-way UTU-39051 for a 
buried powerline within the road ROW 
authorized under Title V of the Act of 
October 21,1976 (90 Stat. 2776; 43 U.S.C. 
1761). 

c. Right-of-way UTSLO-42141 for a 
lO'-wide ROW for an aerial telephone 
line authorized under Title V of the Act 
of October 21,1976 (90 Stat. 2776; 43 
U.S.C. 1761). 

Parcel UTU-^7U7 

a. A lOO'-wide right-of-way for County 
Road #144 acquired through 
relinquishment by the FHWA. 

b. Right-of-way UTU-39051 for a 
buried powerline within the road ROW 
authorized under Title V of the Act of 
October 21.1976 (90 Stat. 2776; 43 U.S.C. 
1761). 

c. Right-of-way UTSLO-^2141 for a 
lO'-wide ROW for an aerial telephone 
line authorized under Title V of the Act 
of October 21,1976 (90 Stat. 2776; 43 
U.S.C. 1761). 

Parcel UTU’-57J19 

a. Right-of-way UTSLO-42141 for a 
lO'-wide ROW for an aerial telephone 
line authorized under Title V of the Act 
of October 21.1976 (90 Stat. 2776; 43 
U.S.C. 1761). 

Competitive Sale Procedures 

Sealed bids would be accepted at the 
Grand Resource Area Office, 885 S. 
Sandflats Road, Moab. Utah 84532 from 
7;45 a.m.. MDT, on August 3.1992 until 3 
p.m., MDT. on August 14,1992. Bid 
envelopes must be marked on the right 
front comer with "Bid for Public Sale, 

Parcel # UTU__ and sale date 

(August 14,1992)". Bids must be at no 
less than the appraised fair market 
value'specified in this notice. Each bid 
must be in a sealed envelope 
accompanied by a certified check, postal 
money order, bank draft or cashier's 
check made payable to the Department 
of the Interior. BLM, for no less than 
twenty (20) percent of the amount bid. A 
statement as to the amount of the full 
bid shall be enclosed. The sealed bids 
will be opened publicly after 3 p.m. on 
August 14.1992 at the Grand Resource 
Area Office. The highest qualifying 
sealed bid for each parcel will be 
declared by the authorized officer. Oral 
bids, in $100 increments, will be invited 
to determine the apparent high bidder. 
The person declared to have entered the 
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highest qualifying bid shall submit 
payment by cash, personal check, bank 
dr^t money order, or any combination 
for not less than one-fifth of the amount 
of the bid immediately following the 
close of the sale. The successful bidder 
shall submit the remainder of the full bid 
price prior lo the expiration of 180 days 
from the date of the sale. If a parcel is 
not sold on the sale date, it will remain 
for sale over the counter until sold or 
withdrawn from the market. 

Noncompetitive Sale Procedures 

Following the competitive sale, the 
fair market value of parcels UTU-57118 
and UTU-57119 will be determined. The 
parcels would be offered for direct sale 
to Lester Rogers at no less than the 
appraised fair market value on 
September 14.1992. In the event that the 
direct sale does not go through, the 
unsold parcelfs) would be available for 
sale over-the-counter starting at 7:45 

a.m. on October 5,1992 and would 
remain for sale until sold or withdrawn 
from the market. If both parcels are not 
sold by direct sale, either both parcels 
must sold together or the western 
parcel must be sold first to prevent the 
isolation of parcel UTU-57118. 

Bidder Qualifications 

Bidders must be U.S. citizens. 18 years 
of age or oven a State or State 
ip.strumentality authorized to hold 
properly; a corporation authorized to 
hold property: or a corporation 
authorize to own real estate in the 
State of Utah. 

Bid Standards 

The BLM reserves the right to accept 
or reject any and all offers or withdraw 
the land from sale if, in the opinion of 
the Authorized Officer, consummation 
of the sale would not be fully consistent 
%¥ilh section 203(g) of FLPMA or other 
applicable laws. 

COMMENTS: By July 2a 1992. interested 
parties may submit comments to the 
Moab District Manager, Bureau of Land 
Management P.O. Box 97a Moab. Utah 
84532. Objections will be reviewed by 
the Utah State Director who may 
sustain, vacate, or modify tliis realty 
action. In the absence of any objections, 
this realty action will become the final 
determination of the Department of the 
Interior. 

supplemcntaiiv information: 

Additional information, including a 
brochure describing the parcels, may be 
obtained from Mary von Koch. Area 
Realty Specialist. Grand Resource Area, 
885 So. Sanllats Road. Moab. Utah 
84532, (801) 259-6193, or from Brad 
Croesbeck, District Realty Specialist. 


Moab District Office. 82 East Dogwood 
Drive. P.O. Box 970 Moab. Utah 84532. 
(801) 259-6111. 

Dated* May 27.1992. 

Kenneth V. Rhea. 

Acting District Manager. 

[ra Doc. 92-13050 Filed 6-3-92; 8:45 amj 
BILLINO CODE 43UM>0-M 


(NM-030-02-4351-08] 

Intent To Prepare Resource 
Management Plan Antendment; 

Caballo Resource Area. NM 

agency: Bureau of Land Management. 
Interior. 

action: Notice of intent and invitation 
to participate in an amendment to the 
White Sands Resource Management 
Plan. 

summary: The Bureau of Land 
Management (BLM). Las Cruces District. 
New Mexico, is initiating the 
preparation of a Resource Management 
Plan (RMP) Amendment to consider the 
reintroduction and management of 
desert bighorn sheep in the Caballo 
Mountains in Sierra County, near Truth 
or Consequences, New Mexico. The 
RMP Amendment will include an 
Environmental Assessment (EA). 

The public is invited to participate in 
the planning process. Two public 
scoping meetings will be held to obtain 
public input on concerns with the RMP 
Amendment for bighorn sheep 
reintroduction. The meetings will be 
held at the following times and 
locations: 

Daie/Tune and Locatioo 

lime 23.1992, 7 pjn.—Civic Center, 400 West 
4lh St.. Truth or Consequences. New 
Mexico. 

|une 25,1992. 7 p.m.—BLM District Office. 
1000 Marquess St.. Las Cruces. New 
Mexico. 

DATES: Comments relating to the 
amendment will be accepted tmtil July 6. 
1992. 

ADDRESSES: Comments should be sent 
to: Tim Murphy, Area Manager. BLM. 
1800 Marquess St., Las Cruces, New 
Mexico 88005. 

FOR FURTHER INFORMATION CONTACT. 

Tim Sanders. Super\'isory Natural 
Resource Specialist of Mike Howard. 
Wildlife Biologist, BLM. Las Cruces 
District. Caballo Resource Area. 505- 
525-^B22a 

SUPPLEMENTARY INFORMATION: The BLM 

l.as Cruces District in cooperation with 
the New Mexico Department of Game 
and Fish, proposes to reintroduce desert 
bighorn sheep to approximately 30.000 
acres of historic range in the Caballo 


Mountains of south-central New Mexico. 
Because desert bighorn sheep are listed 
as endangered by the State of New 
Mexico, there is an urgent need to 
provide for the perpetuation of this 
subspecies. The White Sands Resource 
Management Plan (WSRMP). which 
guides management of the Caballo 
Mountains, prescribes management for 
desert mule deer. Reintroduction of 
bighorn sheep is not addressed in the 
WSRMP. To consider this new 
management direction, an RMP 
Amendment/EA will be completed. 

The RMP Amendment will address 
the proposed action as well as 
alternatives to that proposal. Specifics 
of the proposed action are as follows: 

1. Provide for the immediate (October 
1992} reintroduction of approximately 35 
desert bighorn sheep, and subsequent 
management of a viable population (100 
animals) as a primary use of the Caballo 
Mountains. 

2. Develop a Habitat Management 
Plan following the reintroduction to 
address management of bighorn sheep 
and other wildlife species and habitats 
(including endangered or sensitive 
plants and animals). 

3. Close the Caballo Mountains to off¬ 
road vehicles (43 CFR 8341.1 (c)) to 
minimize human disturbance (presence) 
in the area. 

a. The closure would require mining 
claimants to submit a mining plan of 
operations for any action, except casual 
use, within the closed area. Vehicular 
access for casual use would require 
authorization. BLM would work with 
miners, through the plan of operations, 
to mitigate impacts to bighorn sheep and 
other sensitive resources in the area (43 
CFR 3809.1-4(5)). 

b. Provision for specific access needs, 
such as grazing, mining, and other uses 
could be authorized by BLM (43 CFR 
8340.0-5(h)), 

c. The road to the Caballo Mountain 
Communication Site would remain open 
to the public. 

4. Limit the class of livestock 
authorized to graze on BLM 
administered public land to cattle and 
horses east of the Rio Grande to the 
White Sands Missile Range boundary. 9 
miles west of the Caballo Mountains, 
and elsewhere within 9 miles of any 
occupied or likely to be occupied 
bighorn sheep range in Sierra County. 
Domestic sheep and goats would not be 
permitted to graze on public land in 
these areas. This would be to prevent 
transmission of disease to bighorn sheep 
in the Caballo Mountains, the San 
Andres Mountains, and other areas. 

5. The proposed action does not call 
for the designation of Areas of Critical 
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Environmental Concern (ACEC), 
withdrawal of lands from minerals or 
other public land laws, or Federal 
acquisition of private or State trust 
lands, or limitation of existing livestock 
operations other than as described in 
item 4. The RMP amendment/EA will be 
prepared by the wildlife habitat 
management staff and minerals, lands, 
recreation, and grazing specialists. 
Additional support will be provided by 
other specialists as needed. The RMP 
Amendment/EA will be developed in 
coordination with the New Mexico 
Department of Game and Fish. Public 
participation activities during the 
planning process will include 
consultation with affected users, 
meetings with interested groups and 
individuals, mail outs, media notices, 
Federal Register notices, public 
meetings, and distribution of the RMP 
Amendment/EA for comments. 
Complete records of the planning 
process will be available for public 
review at the BLM District Office. 

Dated: May 29,1992. 

Larry L. Woodard, 

State Director. 

|FR Doc. 92-13019 Filed 6-3-02; 8:45 am] 
BILLING CODE 4310-fe4l 


Office of Surface Mining Reclamation 
and Enforcement 

Information Collection Submitted to 
the Office of Management and Budget 
for Review Under the Paperwork 
Reduction Act 

The proposal for the collection of 
information listed below has been 
submitted to the Office of Management 
and Budget for approval under the 
provisions of the Paperwork Reduction 
Act (44 U.S.C. chapter 35). Copies of the 
proposed collection of information and 
related form and explanatory material 
may be obtained by contacting the 
Bureau*s clearance officer at the phone 
number listed below. Comments and 
suggestions on the requirements should 
be made directly to the bureau 
clearance officer and to the O^ice of 
Management and Budget, Paperwork 
Reduction Project (1029-0080), 
Washington, DC 20503, telephone 202- 
395-7340. 

Title: 30 CFR part 882—Reclamation 
on Private Lands. 

OMB Number. 1029-0057. 

Abstract: Section 408 of the Surface 
Mining Control and Reclamation Act of 
1977, Public Law 95-87, provides that 
under certain circumstances liens may 
be levied on private property that has 
been reclaimed. Part 882 establishes 
procedures for recovery of the cost of 


reclamation activities conducted on 
privately owned lands and is intended 
to ensure that land owners who 
acquired the land after a specified date 
or who benefitted from the mining 
operation will not realize the windfall 
from the reclamation. 

Bureau Form Number: Not applicable. 

Frequency: As required. 

Descriptions of Respondents: States 
and Indian tribes. 

Estimated Completion Time: One 
hour. 

Annual Responses: One. 

Annual Reporting Burden: One. 

Bureau Clearance Officer Andrew 
DeVito 202-343-5150. 

Dated: April 24.1992. 

)ohn Mosesso, 

Chief. Division of Technical Services. 

|FR Doc. 92-13115 Filed 6-3-92; 8:45 am) 
BILLING CODE 431(M>5-M 


INTERSTATE COMMERCE 
COMMISSION 

Motor Passenger Carrier or Water 
Carrier Finance Applications Under 49 
U.S.C. 11343-11344 

The following applications seek 
approval to consolidate, purchase, 
merge, lease operating rights and 
properties of, or acquire control of motor 
passenger carriers or water carriers 
pursuant to 49 U.S.C. 11343-11344. The 
applications are governed by 49 CFR 
part 1182, as revised in Pur., Merger h 
Cont.-Motor Passenger & Water 
Carriers. 5 I.C.C.2d 786 (1989). The 
findings for these applications are set 
forth at 49 CFR 1182.18, Persons wishing 
to oppose an application must follow the 
rules under 49 CFR 1182, subpart B. If no 
one timely opposes the application, this 
publication automatically will become 
the final action of the Commission. 
Sidney L. Strickland. )r.. 

Secretary. 

MC-F-20086, filed May 27.1992. 
VanCom, Inc., John G. Van Der Aa, and 
Terry L Van Der Aa—Continuance in 
control—American Transit Corp., d/b/a 
Huskie Line; American Transit Corp.. d/ 
b/a/ Valley Coach; VanCom-Illinois, 
Inc.; Royal American Charter Lines, Inc.; 
and VanCom-Connecticut, Inc. 
Applicant's representatives: Arnold L. 
Burke, 180 N. LaSalle Street, Suite 2025, 
Chicago. IL 60601. VanCom, Inc. 
(VanCom) (MC-163845), a passenger 
carrier controlled by John G. and Terry 
L. Van Der Aa. non-carrier individuals, 
seek approval of VanCom's continuance 
in control of American Transit Corp., d/ 
b/a Huskie Line, (Huskie) (MC-168387); 
American Transit Corp., d/b/a/ Valley 


Coach (Valley) (MC-205760); VanCom- 
Illinois, Inc., (VanCom-Ill.) (MC-167816); 
Royal American Charter Lines, Inc., 
(Royal) (MC-165919); all common 
carriers of passengers, and VanCom- 
Connecticut, Inc., (VanCom-Conn.) (MC- 
219430), a new carrier seeking its initial 
common carrier authority to transport 
passengers, in charter and special 
operations, between points in the United 
States (except AK and HI). VanCom 
also controls Indian Bus Service, Inc., 
(Indiana) (MC-141600), and Van Der Aa 
Bus Lines. Inc., (Van) (MC-190458). The 
control by VanCom of Indiana and Van 
was previously approved in MC-F- 
14359. A request to merger the authority 
held by VanCom-Ill. into that of Van 
will be filed in a separate application. 
VanCom will control seven carriers 
upon the issuance of authority to Royal. 

(FR Doc. 92-13092 Filed 6-3-92; 8:45 am) 
BILLING COOC 7035-01-M 


[Rnance Docket No. 32073] 

The Alabama Great Southern Railroad 
Co.—Trackage Rights Exemption— 
Burlington Northern Railroad Co. 

Burlington Northern Railroad 
Company (BN) has agreed to grant 
overhead trackage rights to The 
Alabama Great Southern Railroad 
Company (AGS) over approximately 2 
miles of its line, at York. AL, between 
the junction of the BN line with AGS's 
line at milepost 731.47 and milepost 
729.2 at a lumber facility operated by 
ATN Lumber, for the purpose of 
allowing AGS to provide direct service 
to and from the lumber facility. The 
trackage rights will become effective on 
or after June 15,1992. 

This notice is filed under 49 CFR 
1180.2(d)(7). Petitions to revoke the 
exemption under 49 U.S.C. 10505(d) may 
be filed at any time. The filing of a 
petition to revoke will not stay the 
transaction. Pleadings must be filed with 
the Commission and served on: James L 
Howe HI. Northern Southern Railway 
Company. Three Commercial Place. 
Norfolk. VA 23510-2191. 

As a condition to the use of this 
exemption, any employees affected by 
the trackage rights will be protected 
pursuant to Norfolk and Western Ry. 

Co.—^Trackage Ri^ts—BN, 354 I.C.C. 
605 (1978), as modified in Mendocino 
Coast Ry., Inc.—Lease and Operate. 360 
I.C.C. 653 (1980), and as clarified in 
Wilmington Term. RR, Inc.—Pur 8r 
Leases--CSX Transp., Inc., 61.C.C.2d 
799 (1990), afi^d sub nom. Railway Labor 
Executives* Ass’n v. ICC, 930 F.2d 511 
(6th Cir. 1991). 
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Dated: May 29.1992. 

By the Commission. David M. Konschnik. 
Director. Office of Proceedings. 

Sidney L. Strickland. Jr., 

Secretary. 

(FR Doc. 92-13091 Filed 6-3-92; 8:45 am) 
BILUNQ COOC 7t>3S-01-M 


(Finance Docket No. 32069] 

McCloud Railway Co.—Acquisition and 
Operation Exemption—McCloud River 
Railroad Co. 

McCloud Railway Company (MRC). a 
wholly owned subsidiary of 4 Rails. Ina 
(4 Rails). ^ both non-carriers, filed a 
notice of exemption to: (1) Acquire and 
operate the railroad assets of McCloud 
River Railroad Company (McCloud 
River): * * and (2) to operate over 34.1 
miles of Burlington Northern Railroad 
Company (BN) track between milepost 
BH-0 at Lookout and milepost BH-34.1 
at Hambone in Siskiyou and Modoc 
Counties. CA (Lookout Branch). 

McCloud River owns and operates 96.8 
miles of track in Siskiyou and Shasta 
Counties, CA. between: (1) Milepost 0 at 
McCloud and milepost M-15.8 at ML 
Shasta (Mt Shasta Line): (2) milepost 0 
at McCloud and milepost 31 at 
Hambone (Hambone Line): (3) milepost 
18 near Bartle and milepost B^l at 
Burney (Burney Line): and (4) milepost 
&-58 near Burney and milepost S-7 also 
near Burney (Sierra Branch). The 
proposed transaction was to have been 
consummated on or about May 18.1992. 

Any comments must be filed with the 
Commission and served on: Jeff E. 

Forbls. 511 Freeman Lane. Mt. Shasta. 

CA 96067. 

This notice is filed under 49 CFR 
lisasi. If the notice contains false or 
misleading information, the exemption is 
void ab initio. Petitions to revoke the 
exemption under 49 U.S.C 10505(d) may 
be filed at any time. The filing of a 
petition to revoke will not automatically 
stay the transaction. 

Decided: May 29.1992. 

By the Commission. David M. Konschnik. 
Director. Office of Proceedings. 

Sidney L Strickland. |r.. 

Secretary. 

|FR Doc. 92-13090 Filed 6-3-92; 8:45 amj 
•*UJHQ COOC ross-oi-M 


• 4 Rails is wholly owned by Jeff E. Forbis and W. 
Verline Forbis. husband and wife. 

• McCloud River is a class HI wholly owned 
railroad subsidiary of Ilel Rail Corporation, which is 

• wholly owned subsidiary of Itel Corporation. 


DEPARTMENT OF JUSTICE 
Lodging of Consent Decree 

In accordance with the policy of the 
Department of Justice, 28 CFR 50.7, 
notice is hereby given that a proposed 
Consent Decree in United States v. 
Chevron U.S.A.. Inc., CV 08-7836 RSWL. 
was lodged with the United States 
District Court for the Central District of 
California on May 18,1992. This action 
was brought by the United States 
pursuant to section 309 of the Clean 
Water Act. 33 U.S.C. 1319. 

Under the proposed Consent Decree. 
Chevron U.S.A.. Inc., agrees to pay 
$1,500,000 to the United States to resolve 
the civil claims of the United States 
against Chevron for repeated violations 
of Chevron's National Pollutant 
Discharge Elimination System permit 
issued for its oil platform known as 
Platform Grace located in the Santa 
Barbara Channel. The proposed Decreee 
permanently enjoins Chevron from 
further violations of its permit or the 
Clean Water Act. 

The Department of Justice will receive 
comments relating to the proposed 
Consent Decree for a period of 30 days 
from the date of this publication. 
Comments should be addressed to the 
Acting Assistant Attorney General of 
the Environment and Natural Resources 
Division, Department of Justice, 10th and 
Pennsylvania Ave.. Washington. DC 
20530. All comments should refere to 
United States v. Chevron U.S.A., Inc., 

D.J. Ref. 98-5-1-1-3178. 

The proposed Consent Decree may be 
examined at the office of the United 
States Attorney, 312 North Spring Street, 
Los Angeles. California 90012. A copy of 
the proposed Consent Decree may also 
be examined at the Environmental 
Enforcement Section. Document Center, 
601 Pennsylvania Avenue Building. NW.. 
Washington. DC 20004 (202-347-2072). 

A copy of the proposed Consent 
Decree may be obtained in person or by 
mail from the Environmental 
Enforcement Section Document Center, 
601 Pennsylvania Avenue NW., Box 
1097, Washington. DC 20004. Any 
request for a copy of the proposed 
Consent Decree should be accompanied 
by a check in the amount of $2.50 for 
copying costs ($0.25 per page) payable 
to “Consent Decree Library**. 

Barry M. Hartman, 

Acting Assistant Attorney Genera! 
Environment and Natural Resources Division. 
(FR Doc. 92-12989 Filed 6-3-92; 8:45 amj 
BILUNO COOC 441<H)f-M 


Lodgng of Consent Decree Pursuant 
to the Clean Air Act 

In accordance with Departmental 
policy, 28 CFR 50.7, notice is hereby 
given that a proposed partial consent 
decree in United States v. City of 
Jamestown, eL al (D.N.D.), (Civil Action 
number A-3-92-76) was lodged on May 
13.1992 with the United States District 
Court for the District of North Dakota. 
The decree requires defendant City of 
Jamestown, if it conducts demolition or 
renovation activities in a facility where 
asbestos containing material (**ACM‘') is 
present, to hire an asbestos consultant 
to determine whether such activities 
will: (a) Fracture, break up. dislodge or 
disturb the ACM, (b) prevent access to 
the ACM for later removal, or (c) expose 
any worker to airborne ACM fibers. If 
the answer to any of the above 
questions is affirmative, the City is 
required to remove the ACM in 
accordance with the National Emission 
Standard for Hazardous Air Pollutants 
(NESHAP**) promulgated for asbestos 
pursuant to sections 112 and 114 of the 
Clean Air Act. 42 U.S.C. 7412 and 7414. 
and to employ an asbestos consultant to 
review and approve the asbestos 
abatement plana, and monitor all 
asbestos abatement measures during 
removal and disposal of ACM. The 
decree also requires future compliance 
with the asbestos NESHAP regulations 
and provides for stipulated penalties for 
future violations. 

The Department of Justice will 
receive, for a period of thirty (30) days 
from the date of this publication, 
comments relating to the proposed 
consent decree. Comments should be 
addressed to the Assistant Attorney 
General for the Environment and 
Natural Resources Division. Department 
of Justice. Washington, DC 20530. and 
should refer to United States v. City of 
Jamestown, DOJ reference #>90-5-2-1- 
1427. 

The proposed consent decree may be 
examined at the Office of the United 
States Attorney for the District of North 
Dakota, 219 Federal Building. 655 First 
Avenue North. Fargo, North Dakota. 
58102. and at the Environmental 
Enforcement Section Document Center. 
601 Pennsylvania Avenue NW., Box 
1097, Washington. DC 20004. (202) 347- 
2072. A copy of the proposed consent 
decree may be obtained in person or by 
mail from the Document Center. In 
requesting a copy, please enclose a 
check in ^e amount of $3.75 (25 cents 
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per page reproduction costs), payable to 
’‘Consent Etecree Library”. 

)ohn C. Cruden, 

Chief, EnvironmentalEnforceawntSection, 
Environment andNoUiral Resources Diviaioih 
|FR Doc. 92-12988 Filed 6-3-92; 8:45 ani| 
BILUNQ CODE 4410-01>M 


Lodging of Consent Decree; United 
States V. Union Pacific Railroad 
Company 

In acco rdan ce with Departmental 
policy, 28 CFR 50.7, and pursuant to 
section 122(d)(2)(B] of the 
Comprehensive Environmental 
Response, Compensation, and Liability 
Act of 1980, as amended (“CERCLA”), 

42 U.S.C. 9622(d)(2)(B), notice is hereby 
given that a Consent Decree in United 
States V. Union Pacific Railroad 
Company, Civil Action No. 92 0210 E- 
E)L was lodged with the United States 
District Court for the District of Idaho on 
May 22,1992. This action was brought 
under sections 106 and 107 of CERCLA, 
42 U.S.C. 9606 and 9607. The Consent 
Decree provides the defendant Union 
Pacific Railroad Company will clean up 
the Union Pacific Railroad Sludge Pit 
Superfund Site as required by the 
Record of Decision issued by the U.S. 
Environmental Protection Agency on 
September 10,1991, pay $167,333.07, the 
past response costs incurred by the 
federal government, and pay all future 
response and oversight costs incurred 
by the federal government 

For thirty (30) days from the date of 
publication of this notice, the 
Department of )ustice will receive 
written comments relating to the 
Consent Decree from persons who are 
not parties to the action. Comments 
should be addressed to the Assistant 
Attorney General, Environment and 
Natural Resources Division, Department 
of Justice. Washington, DC 20530 and 
should refer to United States v. Union 
Pacific Railroad Company, D.O.J. Ref. 
No. 90-11-2-751. 

The Consent Decree may be examined 
at the Offices of the United States 
Attorney, District of Idaho, room 327, 
Federal Building, 550 West Fort Street. 
Boise. Idaho 83724 and at the Region X 
Office of the United States 
Environmental Protection Agency. 1200 
Sixth Avenue, Seattle, Washington, 
99101. 

A copy of the Consent Decree also 
may be examined at the Environmental 
Enforcement Section Document Center, 
601 Pennsylvania Avenue NW.. Box 
1097, Washington, DC 20004. Telephone 
number (202) 347-2072. A copy of the 
Consent Decree may be obtained in 
person or by mail from the 


Environmental Enforcement Section 
Document Center. The proposed 
Consent Decree package consists of a 77 
page Consent Decree and 194 pages of 
appendices. You may request a copy of 
the Consent Decree with or without the 
appendices. Please specify in the 
request whether or not the appendices 
are requested. A request for a copy of 
the proposed Consent Decree with 
appendices should be accompanied by a 
check for in the amount of $67.75 (25 
cents per page reproduction charge) 
made payable to “Consent Decree 
Library.” A request for a copy of the 
proposed Consent Decree without 
appendices should be accompanied by a 
check in the amount of $19.25. 

Roger aegg. 

Acting Assistant Attorney General, 
Environment and Natural Resources Division. 
(FR Doc. 92-12987 Filed 6-3-92; a4S am] 
BUJJNO CODE 4410-01<ll 


Antitmat Division 

Notice Pursuant to the National 
Cooperative Research Act of 1984— 
Network Management Forum 

Notice is hereby given that, pursuant 
to section 6(a) of the National 
Cooperative Research Act of 1984,15 
U.S.C. 4301 et seq. (“the Act”), the 
Network Management Forum, formerly 
known as OSl/Network Management 
Forum, (“the Forum”) on April 27.1992, 
filed an additional written notification 
simultaneously with the Attorney 
General and the Federal Trade 
Commission disclosing additions to its 
membership. The additional notification 
was filed for the purpose of extending 
the protections of Section 4 of the Act, 
limiting the recovery of antitrust 
plaintiffs to actual damages under 
speciBed circumstances. 

On October 21,1988, the Forum filed 
its original notification pursuant to 
section 6(a) of the Act. The Department 
of Justice published a notice in the 
Federal Register pursuant to section 6(b) 
of the Act on December 8.1988 (53 FR 
49615). On December 23.1988, March 23, 

1989, July 3,1989, September 28,1989, 
November 22,1989, January 29,1990, 
March 20,1990, May 7.1990, July 20, 

1990, February 27,1991. April 17,1991, 
and June 28,1991, the Forum filed 
additional written notifications pursuant 
to section 6(a) of the Act. The 
Department published notices in the 
Federal Register pursuant to section 6(b) 
on January 26,1989 (54 FR 3870), April 
25.1989 (54 FR 17834). August 4. 1989 (54 
FR 32141). October 26.1989 (54 FR 
43631), January 10.1990 (55 FR 926), 
February 28,1990 (55 FR 7046), April 23, 


1990 (55 FR 15295), May 24,1990 (55 FR 
21449), August 2a 1990 (55 FR 33967), 
April 3,1991 (56 FR 13655), May 23,1991 
(56 FR 23723], and August 1,1991 (56 FR 
36847), respectively. 

The identities of the additional parties 
to the venture are given below: 

Affiliate Member JP Morgan Co.. New York, 
NY 

Corporate Member Mitsubishi Electric Corp., 
Kamakura, Japan 
Joseph H. Widmar, 

Director of Operations, Antitrust Division. 
|FR Doc. 92-13114 Filed 6-3-92; 8:45 am) 
BltUNQ coos 44KH)Mi 


National Institute of Corrections 
Advisory Board Meeting 

Time and Date: 8.m., Tuesday, June 3a 
1992. 

Place: Raintree Plaza Hotel and 
Conference Center, 1900 Diagonal 
Highway, Longmont, Colorado. 

Status: Open. 

Matters to be Considered: An update 
of the Corrections Annual Report, the 
Corrections Options Incentive Act, the 
Corrections Telecommunications 
System, the Foreign Technical 
Assistance, and the meeting on the 
Homeless Mentally Ill Inmates. 

Contact Person for more Information; 
Larry Solomon, Deputy Director, (202) 
307-3106. 

M. Wayne Huggins, 

Director. 

|FR Doc. 92-13113 Filed 6-3-92: 8:45 am) 
BltUNO CODE 44YO-SS-II 


DEPARTMENT OF LABOR 

Occupational Safety and Health 
Administration 

Shipyard Employment Standards 
Advisory Committee; Meeting 

agency: Occupational Safety and 
Health Administration (OSHA), Labor. 
action: Notice of meeting. 

summary: Notice is hereby given that 
the Shipyard Employment Standards 
Advisory Committee, established under 
the provisions of the Federal Advisory 
Committee Act (FACA), as amended (5 
U.S.C., App. I) and section 7(b) of the 
Occupational Safety and Health Act, 29 
U.S.C. 656(b)), will convene on July 7, 
1992, at 8:30 a.m., at the Boston Marriott 
Long Wharf, 296 State Street, Boston, 
Massachusetts, 02109. The meetir^ will 
adjourn on July 8,1992, at approximately 
4 p.m. The public is encouraged to 
attend. 
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The agenda is as follows: 

I. Call to Order. 

II. Review the transcripts of April 1-2,1992 

meeting. 

HI. Discussion of the following standards; 

(a) 29 CFR part 1915, Subpart F, General 
Working Conditions. 

(b) Ad-hoc Committee Report on 29 CFR 
part 1915. Subpart G. Materials Handling 
and Storage (Hammerhead tower 
cranes). 

(c) Ad-hoc Committee Report on 29 CFR 
part 1915. Subpart Q. Hazardous 
Materials (Process Safety Management). 

(d) 29 CFR part 1915. Subpart L Electrical 
1915 

(1) . Temporary Services (Power/wiring) 

(2) . Scope and application (General) 

(e) 29 CFR part 1915. Sobpart U. Surface 
Preparation and preservation. 

(f) Ad-hoc committee report on 29 CFR part 
1915. Subpart Z. Lead. 

IV. .New Business. Discussion of the following 
standards, as time permits. 

(a) 29 CFR part 1915. subpart |. Ship’s 
Machinery and Piping Systems. 

Public Participation: Time permitting, 
the Committee will consider oral 
presentations relating to agenda items. 
Persons wishing to address the 
Committee should submit a written 
request to Mr. Thomas Hall (address 
below) by the close of business. June 26. 
1992. The request must include the name 
and address of the person wishing to 
appear, the capacity in which the 
appearance will be made, a short 
summary of the intended presentation, 
and an estimate of the amount of time 
needed. Disabled individuals wishing to 
attend should contact Mr. Thomas Hall 
to obtain appropriate accommodations. 
Individuals or organizations wishing to 
submit written statements should send 5 
copies to the address below. 

FOR FURTHER INFORMATION CONTACT: 

Mr. Thomas Hall. U.S. Department of 
Labor. Occupational Safety and Health 
Administration. Office of Information 
and Consumer Affairs, room N-3647. 200 
Constitution Avenue, NW., Washington, 
DC 20210. (202) 523-6617. 

Signed at Washington. DC, this Isl day of 
June, 1992. 

Dorothy L Strunk, 

Acting Assistant Secretary of Labor. 

|FR Doc. 92-13121 Filed 6-3-92: 8:45 am) 

BiOIMO COOC 4510-2S-N 


NATIONAL ARCHIVES AND RECORDS 

administration 

Records Schedules; Availability and 
Request for Comments 

agency: National Archives and Records 
Administration, Office of Records 
Administration. 


ACTION: Notice of availability of 
proposed records schedules: request for 
comments. 

summary: The National Archives and 
Records Administration (NARA) 
publishes notice at least once monthly 
of certain Federal agency requests for 
records disposition authority (records 
schedules). Records schedules identify 
records of sufficient value to warrant 
preservation in the Naitonal Archives of 
the United States. Schedules also 
authorize agenices after a specified 
period to dispose or records lacking 
administrative, legal, research, or other 
value. Notice is published for records 
schedules that (1) propose the 
destruction of records not previously 
authorized for disposal, or (2) reduce the 
retention period for records already 
authorized for disposal. NARA invites 
public comments on such schedules, as 
required by 44 U.S.C 3303a(a). 

DATE: Request for copies must be 
received in writing on or before July 20, 
1992. Once the appraisal of the records 
is completed, NARA will send a copy of 
the schedule. The requester will be 
given 30 days to submit comments. 
addresses: Address requests for single 
copies of schedules identified in this 
notice to the Records Appraisal and 
Disposition Division (NIR), National 
Archives and Records Administration. 
Washington, DC 20408. Requester must 
cite the control number assigned to each 
schedule when requesting a copy. The 
control number appears in the 
parentheses immediately after the name 
of the requesting agency. 
SUPPLEMENTARY INFORMATION: Each 
year U.S. Government agencies create 
billions of records on paper, film, 
magnetic tape, and other media. In order 
to control this accumulation, agency 
records managers prepare records 
schedules specifying when the agency 
no longer needs the records and what 
happens to the records after this period. 
Some schedules are comprehensive and 
cover all the records of an agency or one 
of its major subdivisions. These 
comprehensive schedules provide for 
the eventual transfer to the National 
Archives of historically valuable records 
and authorize the disposal of all other 
records. Most schedules, however, cover 
records of only one office or program or 
a few series of records, and many are 
updates of previously approved 
schedules. Such schedules also may 
include records that are designated for 
permanent retention. 

Destruction of records requires the 
approval of the Archivist of the United 
States. This approval is granted after a 
thorough study of the records that takes 


into account their administrative use by 
the agency of origin, the rights of the 
Government and of private persons 
directly affected by the Government’s 
activities, and historical or other value. 

This public notice identifies the 
Federal agencies and their subdivisions 
requesting disposition authority, 
includes the control number assigned to 
each schedule, and briefly describes the 
records proposed for disposal. The 
records schedule contains additional 
information about the records and their 
disposition. Further information about 
the disposition process will be furnished 
to each requester. 

Schedules Pending 

1. Department of the Air Force (Nl- 
AFU-92-23). Records of Special Honors. 
Trophies and Awards sponsored by Air 
Force and private organizations. 

2. Department of Commerce. National 
Institute of Standards and Technology, 
(Nl-167-92-2). Records of Malcolm 
Baldridge National Quality Award 
program. 

3. Department of the Navy, U.S. 
Marine Corps. (Nl-NU-92-3). 

Supporting documentation for personnel 
retention studies. 

4. Department of the Navy. U.S. 
Marine Corps, (Nl-NU-92-4). 
Facilitative records relating to rations. 

5. Department of the Navy. U.S. 
Marine Corps. (Nl-NU-92-5). Unit copy 
of Marine Corps diaries. 

6. Department of the Navy. U.S. 
Marine Corps, (Nl-NU-92-6). Material 
shortages case files. 

7. Department of the Navy. U.S. 
Marine Corps. (Nl-NU-92-7). 
Facilitative records relating to value 
engineering programs. 

8. Department of the Navy, U.S. 
Marine Corps, (Nl-NU—92-8). 
Facilitative records relating to medical 
and dental supplies. 

9. Department of the Navy. U.S. 

Marine Corps. (Nl-NU-92-9). Screening 
interviews of candidates for training 
schools. 

10. Department of the Navy. U.S. 
Marine Corps. (Nl-NU-92-10). 
Facilitative records relating to the 
Hometown Area Recruiting Program. 

11. Department of Veterans Affairs, 
Veterans Health Administration (Nl-15- 
92-3). Credentialing and privileging files 
for medical service individuals. 

12. Central Intelligence Agency (Nl- 
263-90-04). This CIA schedule is 
classified in the interests of national 
security pursuant to Executive Order 
12356 and is further exempt from public 
disclosure pursuant to the National 
Security Act of 1947, 50 U.S.C. 403 (d)(3). 
and the CIA Act of 1949, 50 U.S.C. 403g. 
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13. Conunission on the Bicentennial of 
the United States Constitution (Nl-220- 
92-1). Routine and facilitative 
correspondence and other 
documentation, and educational grant 
programs. 

14. Defense Civil Preparedness 
Agency (Nl-397-91-2). Duplicative, 
unidentified and fragmentary maps 
depicting projected climatological 
fallout patterns. 1958-61. 

15. Farm Credit Administration (Nl- 
103-92-3). Examination reference hies. 

16. National Archives and Records 
Administration (Nl-64-92-3). Records 
documenting service to National 
Archives by volunteers. 

17. National Security Training 
Commission (NI-220-92-6). Routine and 
facilitative records relating to planning 
physical plant, and personnel matters. 

18. Office of Civil and Defense 
Mobilization (Nl-304-92-1). General 
administrative and mundane records of 
the Office of Civil and Defense 
Mobilization, Office of Defense 
Mobilization, Federal Civil Defense 
Administration and Defense Production 
Administration 1915-63. 

Dated: May 27.1992, 

Don W. Wilson, 

Archivist of the United States, 

[FR Doc. 92-12985 Filed 6-3-02; 8:45 am| 
BILLINO COOC 751S-01>M 


Nixon Presidential Mlstoiical Materials; 
Opening of Materials 

agency: National Archives and Records 
Administration. 

action: Notice of opening of materials. 

summary: This notice announces the 
opening of additional files from the 
Nixon Presidential materials. Notice is 
hereby give that, in accordance with 
section 104 of Title 1 of the Presidential 
Recordings and Materials Preservation 
Act (88 Stat. 1695:44 U.S.C. 2111 note) 
and section 1275.42(b) of the Public 
Access Regulations implementing the 
Act (36 CFR part 1275), the agency has 
identified, inventioried, and prepared for 
public access integral file segments of 
materials among the Nixon Presidential 
materials. 

DATES: The National Archives intends to 
make the integral file segments 
described in this notice available to the 
public beginning )uly 24,1992. In 
accordance with 36 CFR 1275.44, any 
person who believes it necessary to file 
a claim of legal right or privilege 
concerning access to these materials 
should notify the Archivist of the United 
States in writing of the claimed right, 
privilege, or defense before July 15.1992. 


ADDRESSES: The materials will be made 
available to the public at the National 
Archives* facility located at 845 South 
Picket Street, Alexandria, Virginia, 

Petitions concerning access must be 
sent to the Archivist of the United 
States, National Archives and Records 
Administration, Washington, DC 20408. 

FOR FURTHER INFORMATION CONTACT: 
Clarence F. Lyons. Jr., Acting Director, 
Nixon Presidential Materials Staff, 708- 
756-6498. 

SUPPtEMENTARY INFORMATION: The 
integral file segments of textual 
materials to be opened consist of 47.1 
cubic feet. 

The White House Central Files Unit is 
a permanent organization within the 
White House complex that maintains a 
central filing and retrieval system for 
the records of the President and his 
staff. This is the eighth of a series of 
openings of Central Piles: the previous 
openings were on December 1.1986; 
March 22,1988; December 9,1988; July 
17,1989; December 15.1989; August 22, 
1991; and February 19.1992. 

Some of the materials designated for 
opening on July 24.1992, arc from the 
White House Central Files, Subject 
Files. The Subject Files are based on an 
alphanumeric file scheme of 61 primary 
subject categories. Listed below are the 
integral file segments from the White 
House Central Files. Subject Files that 
will be made available to the public on 
July 24,1992. 


Subject category 

Volume 

(cubic 

feet) 

Federal Government (FG): 

FG 231 United States Tariff Commie- 
eiort......... 

6 

FG 249 Commission on AH-Volunteer 
Armed Force.... 

.6 

FG 333 Presideni's Comiruttee on 
Health Education. - __ 

.3 



Six integral file segments from the 
Staff Member and Office Files will also 
be made available to the public. These 
consist of materials that were 
transferred to Central Files but were not 
incorporated into the Subject Files. 
Listed below are the Staff Member and 
Office Files that will be made available 
to the public on July 24,1992. 


roe group 

Volume 

(cubic 

feet) 

Anna t ArmsfrOf^. .— ...— 

31.2 

Michael P. B8l7ano....,-,rr .- 

3.2 

0 Co*'**' -. 

3.6 

t pnQman ..-. - 

2.0 

DarreU Trent.— ... 

3.3 



VoKime 

Fite group 

(cubic 


feet) 

White House Conference on Aging- 

2.0 


A number of documents which were 
previously withheld from public access 
have been reviewed and declassified 
under the Mandatory Review provisions 
of Executive Order 12356 and will be 
made available to the public on July 24. 
1992. 



Volume (cubkc 
teet) 

Previously restricted materials— 

Less than .3. 


Public access to some of the items in 
the file segments will be restricted as 
outlined in 36 CFR 1275.50 or 1275.52 
(Public Access Regulations). 

Dated: May 26.1992. 

Don W. Wilson, 

Archivist of the United States, 

|FR Doc. 92-12986 Filed 6-8-92; 8:45 am) 

BILUNO COOC 7S1S-01-M 


NATIONAL ADVISORY COUNCIL ON 
THE PUBLIC SERVICE 

Meetings 

agency: National Advisory Council on 
the Public Service, 
action: Notice of meeting. 

DATE AND TIME: June 24,1992, 8:45 a.m. 
to 4:30 p.m. 

place: National Press Building. 529 14th 
Street, NW., Washington, DC 
STATUS: Open. 

MATTERS TO BE DISCUSSED: 

Swearing-in of Council Members. Chairman 
Raymond Shafer*® welcome and status of 
Council report. 

Executive Director Curtis* report. 

Overview of Public Law 101-363. 

Status of the recommendations of the 
National Commission on the Public 
Service. 

National Advisory Council on the Public 
Service (NACPS) agenda development. 
NACPS public education plan. 

FY 1993 programs and meetings schedule. 
Council members* recommendations. 

Public Comment 

FOR FURTHER INFORMATION CONTACT. 

Jane Riddleberger, NACPS, suite 420. 
National Press Building, 529 14th Street. 
NW., Washington. DC 20045 (202) 724- 
0796. 

SUPPLEMENTARY INFORMATION: The 

National Advisory Council on the Public 
Service was established by Congress hi 
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1990 by Public Law 101-363 (H.R. 4872). 
The Council will regularly assess the 
state of the Federal workforce, seek to 
attract individuals of the highest caliber 
to national public service and promote a 
better understanding of the role of 
Federal employees in implementing 
government programs and policies. The 
Council will also seek to improve public 
perception of Federal employees, will 
encourage efforts to build student 
interest in public service and develops 
methods for improving motivation and 
encouraging excellence within the 
Federal workforce. 

The Council shall transmit to the 
President and each House of the 
Congress reports with preliminary 
findings within year one and year two 
after the Councirs first meeting. Within 
three years a final report containing a 
detailed statement of findings, 
conclusions and recommendations for 
legislative or administrative actions 
shall be transmitted. 

Dated: June 1.1992. 
lean M Curtis, 

Executive Director. 

|FR Doa 92-13102 Filed 6-3-92: 8:45 am| 

BiaiNO CODE 752S-<>I-«I 


NATIONAL COMMISSION ON 
MIGRANT EDUCATION 

Meeting 

action: Notice of meeting. 

SUMMAiiv: The National Commission on 
Migrant Education will hold its 
eighteenth meeting on Monday, June 22. 
1992. The Commission was established 
by Public Law 100-297, April 28.19ea 

DATE, TIME, AND PLACE: Monday, June 
22.1992,6:30 ajn. to 5:30 p.nu, at the 
Bethesda Ramada, 8400 Wisconsin 
Avenue. Bethesda. MD 20814. 

STATUS: Open to the public. 

agenda: Consultant's briefing on the 
chapter 2 (Demographics) draft of the 
Commission’s final report Remainder of 
time will be devoted to discussion'of 
draft findings and reconunendations for 
the Commission's final report. 

fOR FURTHER INFORMATION CONTACT: 

FJizabeth J. Skiles (301) 492-5336. 
National Commission on Migrant 
Education, 8120 Woodmont Avenue, 

Fifth Floor, Bethesda, Maryland 20814. 
Unda Chavez, 

ChairmaiL 

|FR Doa 92-13060 Filed 6-3-92; 8:45 am) 

CODE 6a2(M>€-M 


NATIONAL SCIENCE FOUNDATION 

Special Emphasis Panel in Networking 
and Communications Research and 
Infrastructure; Meeting 

In accordance with the Federal 
Advisory Committee Act (Pub. L. 92-463. 
as amended), the National Science 
Foundation announces the following 
meeting: 

Name: Special Emphasis Panel in 
Networking and Communications 
Research and Infrastructure. 

Dale and Time: June 24-25,1992; 8:30 
a.m. to 5 p.m. 

Place: Room 500-B. National Science 
Foundation. 1110 Vermont Avenue, 

NW., Washington. DC 20550. 

Type of Meeting: Closed. 

Contact Person: Dr. George Strawn. 
NSFNET Program. National Science 
Foundation, room 416, Washington, DC 
20550 (202 357-9n7). 

Purpose of Meeting:To provide 
advice and recommendations 
concerning proposals submitted to NSF 
for financial support. 

Agenda: To review and evaluate 
proposals submitted for the Network 
information Services Managerfs) for 
NSFNET and the NREN Project 
Solicitation. 

Reason for Closing: The proposals 
being reviewed include information of a 
proprietary or confidential nature, 
including technical information: 
financial data, such as salaries, and 
personal information concerning 
individuals associated with the 
proposals. 

These matters are exempt under 5 
U.S.C. 552b. (c) (4) and (6) of the 
Government in the Sunshine Act 

Dated: May 29.1992 
M Rebecca Winkler. 

Committee Management Officer. 

|FR Doa 92-12995 Filed 0-3-92; 8:45 amj 

BiLLtMQ CODE TSSS-OMI 


NUCLEAR REGULATORY 
COMMISSION 

Documents Containing Reporting or 
Record Keeping Requirements: Office 
of Management and Budget (OM8) 
Review 

agency: Nuclear Regulatory 
Commission (NRC). 

ACTION: Notice of OMB review of 
information collection. 

SUMMARY: The Nuclear Regulatory 
Commission has recently submitted to 
OMB for review the following proposal 
for the collection of information under 


the provisions of the Paperwork 
Reduction Act (44 U.S.C. chapter 35). 

1. Type of Submission, New, Revision, 
or Extension: Extension. 

2. The Title of the Information 
Collection: Request for Records. 

3. The Form Number if Applicable: 
NRC Form 57. 

4. How often the Collection is 
Required: On occasion. 

5. Who Will be Required or Asked to 
Report Individuals requesting Public 
Document Room (PDR) documents. 

6. An Estimate of the Number of 
Responses: 45.000 per year. 

7. An Estimate of the Total Number of 
Hours to Complete the Requirement or 
Request 750 hours annually (45,000 
forms X i}1666 hr/form) or a^ut 1 
minute per individual. 

8. An Indication of Whether Section 
3504(h). Public Law 9&S11 Applies: No! 
applicabfe. 

9. Abstract: This form is utilized by 
the public in the Public Document Room 
(PDR) in requesting documents for their 
use at the PDR; this form then serves as 
a suspense slip on the shelf when the 
document is charged out to a member of 
the public. 

Copies of the submittal may be 
inspected or obtained for a fee from the 
NRC Public Document Room, Lower 
Level. 2120 L Street, NW„ Washington. 
DC. 

Comments and questions can be 
directed by mail to the OMB reviewer: 
Ronald Minsk. Office of Information & 
Regulatory Affairs (3150-0063). NEOB- 
3019. Office of Management and Budget 
Washington. DC 20503. 

Comments can also be communicated 
by telephone at (202 395-3064. 

The NRC Clearance Officer is Brenda 
Ja Shelton. (301) 492-8132. 

Dated at Bethesda. Maryland, this 22 day 
of May, 1992. 

For the Nuclear Regulatory Commission. 
George H. Messenger. 

Acting Designated, Senior Official for 
Information Resources Management 
|FR Doa 92-13063 Filed 6-3-92; 8:45 am| 

BILLING COOE 7S90-01-M 


Documents Containing Reporting or 
Recordkeeping Requirements; Office 
of Management and Budget (OMB) 
Review 

agency: Nuclear Regulatory 
Commission (NRC). 
action: Notice of the OMB review of 
information collection. 

summary: The Nuclear Regulatory 
Commission has recently submitted to 
OMB for review the following proposal 
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for collection of information under the 
provisions of the Paperwork Reduction 
Act (44 U.S.C. chapter 35). 

1. Type of Submission — New, 

Revision, or Extens/on; Revision. 

2. The Title of the Information 
Collection: 10 CFR parts 2,40.70 and 74 
Material Control and Accounting for 
Uranium Enrichment Facilities 
Authorized to Produce Special Nuclear 
Material of Low Strategic Significance. 

3. The For Number if Applicable: Not 
applicable. 

4. How Often is the Collection 
Required: Information on missing 
uranium or unauthorized production of 
enriched uranium is estimated to be 
collected at a frequency of once per 5 
years. 

5. Who Will be Required or Asked to 
Report: Applicants for license or 
licensees authorized to possess 
equipment capable of enriching uranium 
or to operate an enrichment facility and 
produce, possess, or use more than one 
effective kilogram of special nuclear 
material of low strategic significance. 

6. An Estimate of the Number of 
Responses: 0.2. 

7. An Estimate of the Number of 
Hours Annually Needed to Complete the 
Requirement or Request: 16 hours (80 
hours per response). 

8. An Indication of Whether Section 
3504(h), Public Law 96-511 Applies: 
Applicable. 

9. Abstract: The final rule has added 
new requirements which would require 
an applicant for license or a licensee 
authorized to possess equipment 
capable of enriching uranium, or operate 
an enrichment facility, and produce, 
possess, or use more than one effective 
kilogram of special nuclear material of 
low strategic significance, to provide 
information to aid in the investigation of 
missing uranium, or unauthorized 
production of enriched uranium. 

Copies of the submittal may be 
inspected or obtained for a fee from the 
NRC Public Document Room, 2120 L 
Street, NW. (Lower Level), Washington, 
DC 20555. 

Comments and questions can be 
directed by mail to the OMB reviewer 
Ronald Minsk. Office of Information and 
Regulatory Affairs (3150-0123), NEOB- 
3019, Office of Management and Budget, 
Washington, DC 20503. 

Comments can also be submitted by 
telephone at (202) 395-3084. 

The NRC Clearance Officer is Brenda 
Jo Shelton. (301) 492-8132. 

Dated at Bethesda. Maryland, this 22nd 
day of May. 1992. 


For the Nuclear Regulatory Commission. 
George H. Messenger, 

Acting Designated Senior Official for 
Information Resources Management 
|FR Doc. 92-13004 Filed 6-3-92; 8:45 am) 
erUJNG CODE 759(M)1-M 


OFFICE OF SCIENCE AND 
TECHNOLOGY POLICY 

Meeting of the President’s Council of 
Advisors on Science and Technology 

action: Amended notice of meeting. 

summary: The President’s Council of 
Advisors on Science and Technology 
will meet on June 4-5.1992, in the 
Conference Room, Council on 
Environmental Quality. 722 Jackson 
Place NW., Washington, DC, as 
announced in 57 FR 21141 (May 18, 

1992). All information in this previous 
Federal Register Notice will remain the 
same with the exception of one agenda 
item listed in the next section. 
agenda: Mr. Edwin Mansfield was 
previously scheduled to make a 
presentation on the Return on R&D 
Investment during the Thursday morning 
session. Mr. Mansfield will not be 
available to make this presentation. 
Therefore, during the Thursday morning 
session. Dr. Walter Dowdle will make a 
presentation on the current status of 
AIDS Vaccine Research. In addition. Dr. 
Roy Schwitters will make a presentation 
on the current status of the 
Superconducting Super Collider. 

All other agenda items, including 
topics, time, place and status of the 
meetings will remain the same. Parties 
requiring further information should • 
contact Ms. Ann Barnett, (202) 395-4692. 

Dated: May 29.1992. 

Vickie V. Sutton, 

Assistant Director, Office of Science and 
Technology Policy. 

|FR Doc. 92-13022 Filed 6-a-92; 8:45 am) 
BtUJNQ COOC 317(Mn-M 


The President's Council of Advisors on 
Science and Technology 

action: Notice of public meetings._ 

summary: The President's Council of 
Advisors on Science and Technology 
(PCAST), will hold a series of public 
meetings around the country over the 
next few months to gather information 
for its study of research intensive 
universities and their relationships with 
the Federal government. These meetings 
will be sponsored by PCAST and a host 
institution, such as. various colleges and 
universities nationwide and the 
National Academy of Sciences. 


The purpose of the PCAST public 
meetings is primarily educational. The 
goal is to utilize the information 
gathered from the public meetings and 
incorporated relevant information into a 
report on research intensive universities 
and their relationships with the Federal 
government. Discussion topics are 
expected to include the following: 

(1) Capacity of research-intensive 
universities to fulfill their missions in 
research, education and public service; 
principal concerns, suggested remedies. 

(2) Nature of the current relationship 
between research-intensive universities 
and the Federal government; changes 
occurring or in view; principal problems 
or areas of difficulty; suggestions for 
improvement 

(3) Key elements or principles that 
should characterize the relationship 
between research-intensive universities 
and the Federal and/or State 
governments in the coming years. 

(4) The most pressing challenges 
confronting research-intensive 
universities over the next decade; role, if 
any. for the Federal government. 

(5) Concerns regaining physical 
facilities for research: realistic needs, 
barriers (e.g., limits to campus 
expansion), role of institutions. States, 
Federal government in financing. 

(6) Balancing merit-based peer review 
with other criteria for supporting 
research. 

(7) General commitment expected of 
the Federal government to the 
university-base pool of highly trained 
scientists and engineers. 

(8) The Federal government's role in 
expanding the number of university- 
based women and minorities in science 
and engineering. 

The PCAST seeks diverse 
perspectives from a broad range of 
individuals including students and 
representatives from academia, 
industry, state government, associations 
and other interested parties. PCAST 
also welcomes comments on topics 
other than those listed above. However, 
the main purpose of these public 
meetings is to examine research in 
colleges and universities, and comments 
should be directed toward this goal. 
DATES AND LOCATIONS: The following is 
a list of dates and locations of the public 
meetings: 


Date 

Place 

Host institution 

6/24/92 

Cambfkige. MA- 

Massachusetts 
Institute of 
Technology 

7/15/92 

Berkeley. CA- 

Universrty of 
Cafiforma. 

7/17/92 

Austin, TX_ 

University of 
Texas. 
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Date 

Ptaoe 

Host institution 

7/21/92 

Durham. NC. 

DiAe Urwerstty. 

7/24/92 

WasTangton. OC 

National Acad^ 


(higher 

education 

mssoda^ons) 

of Scienoes. 

9>24/92 

Chicago. IL . 

Nonr^ivestem 

Universay. 


The June 24,1992, meeting at the 
Massachusetts Institute of Technology 
in Cambridge, MA will be held in 
building E51, room 329, 70 Memorial 
Drive. The building is on the comer of 
Wadsworth and Amherst Streets and 
attendees should use the entrance on 
Amherst Street. The meeting will begin 
at 9 a.m., and is expected to last until 4 
p.m. Registration will be from 8:30 a.m. 
to 9 a.m., as outlined in the following 
Agenda Section. 

Specific locations for the remainder of 
the PCAST meetings will be published 
in the Federal Register once they have 
been determined. In addition, should it 
become necessary to change a spedftc 
date or location listed above, that 
information will also be published in the 
Federal Register. 

Agenda: Each meeting will be 
structured based on the following 
agenda schedule: 

8:30 a.m.—^Arrival are Welcome 
9 a.m.—Host institution welcome 
PCAST representative presents brief 
overview 

9:15 a.m.—Presentation: College/ 
university administration 
10:15 a.m.—Presentation: College/ 
university faculty 
11:30 a.m.—Presentation: College/ 
university students (graduate/ 
undergraduate) 

12:30 p.m.—Lunch 

1:30 p.m.—Presentation: Indus try/state 
government 

2:30 p m.—Presentation: Public input 
3:30 p.m.—Wrap-up/CIosing remarks 
The PCAST members will attempt to 
adhere to this schedule at each public 
meeting site. However, presentation 
limes may be shortened or lengthened 
depending on interest expressed by each 
group at each public meeting site. 

How to Register To register to attend 
any of the meetings, contact Ms. Alicia 
Tenuta. Office of Science and 
Technology Policy, 744 (ackson Place, 
NW., Washington, DC 20506 at (202) 
395-4892. fax number (202) 395-6078. 
Advance registration is desirable for 
those who wish to make oral 
presentations. On-site registration will 
also be held on the days of the meeting 
from 8:30 a.m, to 9 a.m. There is no 
registration fee. 

Oral Presentations: Individuals or 
representatives of organisations are 


encouraged to make oral presentations 
and/or to submit written statements to 
the PCAST for its study. 

An individual or representative of an 
organization wishing to make an oral 
presentation (limited to 5 minutes) 
should submit his or her name, position, 
affiliation, phone and fax numbers, 
address, and the general topic area of 
the comments to Alicia Tenuta at the 
above address or fax no later than 10 
days prior to each meeting dale. 

Written Conunents: Written 
comments are also encouraged, 
especially for those who are not able to 
attend a public meeting. Written 
comments should be no more than 10 
pages in length, typed and double 
spaced. It would be most helpful if 
comments are received as soon as 
possible, but PCAST will accept input 
until August 1.1992. 

FOn FURTHER INFORMATION CONTACT: 
Ms. Alicia Tenuta at the above address 
and phone number. 

Dated: May 29.1992 
Vickie V. Sutton, 

Assistant Director, Office of Science and 
Technology Policy, 

|FR Doc. 92-13021 Filed 8-3-92; 8:45 am) 
BILUNQ COO€ 317(Mn-M 


OFFICE OF THE UNITED STATES 
TRADE REPRESENTATIVE 

(Docket No. 301-80] 

Initiation of Section 302 Investigation 
and Request for Public Comment 
Intellectual Property Acts, PoUcies, 
and Practices on Taiwan 

agency: Office of the United States 
Trade Representative. 
action: Notice of initiation of 
investigation pursuant to section 
302(b)(2)(A) of the Trade Act of 1974, as 
amended; request for written comments. 

summary: The United States Trade 
Representative (USTR) has initiated an 
investigation pursuant to section 
302(b)(2)(A) of the Trade Act of 1974. as 
amended (the Trade Act), with respect 
to certain acts, policies and practices of 
the authorities on Taiwan that deny 
adequate and effective protection of 
intellectual property rights. USTR 
invites written comments from the 
public concerning the matters being 
investigated. 

dates: This investigation was initiated 
on May 29.1992. Written comments from 
the public are due on or before 12dX) 
noon. Monday, July 6.1992. 

FOR FURTHER INFORMATION CONTACT: 
Laura Kneale Anderson. Director for 
Taiwan. (202) 395-6813: Emery Simon. 


Deputy Assistant USTR for Intellectual 
Property (202) 395-6884; or Catherine 
Field. Associate General Counsel. (202) 
395-3432, Office of the United States 
Trade Representative. 

SUPPLEMENTARY INFORMATION: Section 
162(a) of the Trade Act (19 U.S.a 2242) 
requires the USTR to identify trading 
partners that deny adequate and 
effective protection or enforcement of 
intellectual property rights or that deny 
fair and equitable maii^t access to U.S. 
persons that rely on intellectual property 
protection. Accordingly, on April 29, 
1992, the USTR identified Taiwan as a 
“priority foreign countiy** under that 
provision. In identifying Taiwan as a 
“priority foreign country,** the USTR 
noted deficiencies in that trading 
partner’s intellectual property acts, 
policies, and practices with respect to: 

(1) Effective enforcement of intellectual 
property rights, in particular, the grant of 
effective remedies against infringement 
of copyright and trademarks: (2) the high 
level of exports worldwide of goods 
from Taiwan that infringe intellectual 
property rights; and (3) the level of 
protection provided under laws and 
agreements for owners of U.S. patents, 
copyrights, trade secrets, layout designs 
of integrated circuits, and industrial 
designs. 

Investigation and Consultations 

Section 302(b)(2)(A) of the Trade Act 
requires the USTR to initiate an 
investigation of any act policy, or 
practice that was the basis of the 
identification of a country as a priority 
foreign country under the provisions of 
section 182(aK2) of the Trade Act to 
determine whether such act policy, or 
practice is actionable under section 301 
of the Trade Act 

Pursuant to section 303(a) of the Trade 
Act the USTR has requested 
consultations with representatives of the 
authorities on Taiwan concerning the 
issues under investigation. USTR will 
seek information and advice from the 
appropriate committees provided for 
under section 135 of the Trade Act in 
preparing presentations for such 
consultations. 

Within six months after the date on 
which this investigation was initiated 
(/.e.. on or before November 29,1992). 
pursuant to section 304 of the Trade Act 
the USTR must determine, on the basis 
of the investigation and the 
consultations, whether any act, policy, 
or practice described in section 301 of 
the Trade Act exists and. if that 
determination is affirmative, determine 
what action, if any, to take under 
section 301 of the Trade Act The 
deadline for making these 
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determinations may. however, be 
extended to nine months after the date 
of initiation of this investigation if the 
USTR determines that complex or 
complicated issues are involved in the 
investigation that require additional 
time, that the authorities on Taiwan are 
making substantial progress in drafting 
or implementing legislative or 
administrative measures that will 
provide adequate and effective 
protection of intellectual property rights, 
or that the authorities on Taiwan are 
undertaking enforcement measures to 
provide adequate and effective 
protection of intellectual property rights. 

Requirements for Submissions 

Interested persons are invited to 
submit written comments concerning the 
acts, policies and practices of the 
authorities on Taiwan that are the 
subject of this investigation; the amount 
of burden or restriction on U.S. 
commerce caused by these acts, policies 
and practices: and the determinations 
required under section 304 of the Trade 
Act. 

Comments must be filed in 
accordance with the requirements set 
forth in 15 CFR 200e.8(b) (55 FR 20593) 
and are due no later than 12 noon. 
Monday. July 6.1992, Comments must be 
in English and provided in twenty copies 
to: Chairman. Action 301 Committee, 
room 223. USTR. 600 17th Street. NW.. 
Washington, DC 20506. 

Comments will be placed in a file 
(Docket 301-89) open to public 
inspection pursuant to 15 CFR 2006.13. 
except confidential business information 
exempt from public inspection in 
accordance with 15 CFR 2006.15. 
Confidential business information 
submitted in accordance with 15 CFR 
2006.15 must be clearly marked 
"Business Confidential" in a contrasting 
color ink at the top of each page on each 
of 20 copies, and must be accompanied 
by a nonconfidential summary of the 
confidential information. The 
nonconfidential summary shall be 
placed in the docket which is open to 
public inspection. 

Jeanne E. Davidson. 

Chairman. Section 301 Committee. 

[FR Doc. 92-13125 Filed 6-3-92; 8:45 am) 
sruLiNQ cooc atso-ei-M 


THE PRESIDENTIAL COMMISSION ON 
THE ASSIGNMENT OF WOMEN IN THE 
ARMED FORCES 

Meeting 

Summary. This 15 member 
Commission will hear 2 days of 
testimony from military services and 


civilians on policies pertaining to the 
Assignment of Women In the Military. 
Additionally, time will be available at 
hearings for the Commission’s four Fact 
Finding Panels who will meet to discuss; 

1. Foreign Military and Domestic Law 
Enforcement Agency Experience: 

2. Equipment Facilities, 
Accommodations: 

3. The Conscription Environment, and 
the Effects of Changes in Combat 
Exclusion Restrictions on Career 
Opportunities. Recruitment. Retention. 

Dates: Monday. June 8th and Tuesday, 
)une 9th. 8 a.m. to 6 p.m. 

Address: Embassy Suites Hotel. 1250 
22ND Street. NW.. Rooms; Diplomat/ 
Consulate, Washington. DC 20037, 
(202)857-3388. 

Status: Open. 

Contact- Magee Whelan or Kevin K. 
Kirk (202) 376-6905. 

W. S. Orr. 

Staff Director. 

|FR Doc. 92-12997 Filed 6-3-92: 8:45 am] 
BILUNQ CODE e820-CO-M 


PROSPECTIVE PAYMENT 
ASSESSMENT COMMISSION 

Meeting 

Notice is hereby given of the meeting 
of the Prospective Payment Assessment 
Commission on Tuesday. June 16.1992. 
at the Madison Hotel. 15th & M streets. 
Northwest. Washington. DC. 

The full commission will convene at 9 
a.m. in executive chambers 1. 2 and 3. 
All meetings are open to the public 
Donald A. Young. 

Executive Director. 

|FR Doc, 92-13074 Filed 6-3-92; 8:45 am] 
BiLUNG CODE 6820>BW-M 


SECURITIES AND EXCHANGE 
COMMISSION 

(Ret No. 10-18735; 811-55041 

Mills Value Fund, Inc.; Notice of 
Application for Deregistration 

May 28.1992. 

agency: Securities and Exchange 
Commission ("SEC"). 
action: Notice of Application for 
Deregistration under the Investment 
Company Act of 1940 (the "Act"). 

appucant: Mills Value Fund. Inc. (the 
"Fund"). 

RELEVANT ACT SECTION: Section 8(f)* 
SUMMARY OF APPUCATtON: Applicant 
seeks an order declaring that it has 
ceased to be an investment company. 


FiUNQ D.\rE: The application was filed 
on March 25,1992 and amended on May 

22.1992, 

HEARING OR NOTIFfCATION OF HEARING: 

An order granting the application will be 
issued unless the SEC orders a hearing. 
Interested persons may request a 
hearing by writing to the SEC’s 
Secretary and serving applicant with a 
copy of the request, personally or by 
mail. Hearing requests should be 
received by the SEC by 5:30 p.m, on June 

22.1992. and should be accompanied by 
proof of service on the applicant. In the 
form of an afffdavit or. for lawyers, a 
certificate of service. Hearing requests 
should state the nature of the writer’s 
interest, the reason for the request, and 
the issues contested. Persons who wish 
to be notified of a hearing may request 
notification by writing to the SEC’s 
Secretary. 

addresses: Secretary, SEC. 450 Fifth 
Street. NW., Washington. DC 20549. 
Applicant, 1108 East Main Street. 
Richmond, Virginia 23219. 

FOR FURTHER INFORMATION CONTACT: 
Marc Duffy, Staff Attorney, (202) 272- 
2511, or C. David Messman, Branch 
Chief. (202) 272-3018 (Division of 
Investment Management, Office of 
Investment Company Regulation). 
SUPPLEMENTARY INFORMATION: The 
following is a summary of the 
application. The complete application 
may be obtained for a fee from the 
SECs Public Reference Branch. 

Applicants Representations 

1. The fund is an open>end diversifieci 
management company incorporated 
under Virginia law. Anderson & 
Strudwick is the Fund’s principal 
underwriter and sponsor (the 
"Sponsor"). On March 18,1988, the Fund 
registered under the Act by filling a 
Notification of Registration pursuant to 
section 8(a). On this same date, the Fund 
filed a registration statement on Form 
N-lA. pursuant to section 8(b) of the 
Act. and registered an indefinite number 
of shares under the Securities Act of 
1933. The registration statement was 
declared effective on July 29,1988, and 
the Fund’s initial public offering 
commenced on August 19,1988. 

2. On October 22,1991, the Board of 
Directors of the Fund recommended that 
a plan of dissolution and liquidation (the 
"Plan") be submitted to the shareholders 
of the Fund. On December 2,1991. proxy 
materials relating to the Plan were filed 
with the SEC. At a special meeting held 
on December 27,1991, 73% of the shares 
outstanding voted in favor of the Plan. 

3. On December 27,1991. the Fund 
made liquidating distributions to its 
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shareholders. Each shareholder, other 
than the Sponsor, received a distribution 
in an amount equal to such 
shareholder's pro rota portion of the net 
assets of the Fund. The Fund's 
shareholders, other than the Sponsor, 
received $11.20 per share. 

4. The Fund's organizational expenses 
were being deferred and amortized on a 
straight line basis over 60 months. At 
the time of liquidation, the Fund had 
remaining unamortized organizational 
expenses of $31,666.66. Because the 
Sponsor bore the Fund's unamortized 
organizational expenses, it received a 
liquidating distribution of $3.53 per 
share. 

5. Expenses in the amount of 
$18,440.68 were incurred in connection 
with the liquidation and dissolution of 
the Fund. The Fund's investment 
adviser. Mill Value Advisers. Inc., bore 
these expenses. 

6. At the time of filing of the 
application, the Fund had no 
shareholders* assets, or liabilities. The 
Fund is not a party to any litigation or 
administrative proceedings. The Fund is 
not engaged, nor does it propose to 
engage, in any business activities other 
than those necessary for the winding up 
of its affairs. 

For the SEC by the Division of Investment 
Management, under delegated authority. 
Margaret H. McFarland; 

Deputy Secretary, 

|FR Doc. 92-13005 Filed 6-3-92: 8:45 am) 
tllUNO COOC fOKHlI-M 


SMALL BUSINESS ADMINISTRATION 

1 Declaration of Disaster Loan Area #2561 ] 

Virginia; Declaration of Disaster Loan 
Area 

As a result of the President's major 
disaster declaration on May 19,1992.1 
find that the Counties of Albermarle, 
Amherst, Augusta. Bedford. Botetourt. 
CarrolL Craig, Floyd, Franklin. Greene, 
Montgomery, Nelson. Page. Patrick. 
Pulaski. Rappahannock. Roanoke. 
Rockbridge. Rockingham, and Warren, 
and the Cities of Buena Vista. Roanoke, 
and Salem in the State of Virginia 
constitute a disaster area as a result of 
damages caused by severe storms and 
flooding on April 21-22.1992. 
Applications for loans for physical 
damage may be filed until the close of 
business on July 17.1992. and for loans 
for economic injury until the close of 
business on February 19.1993. at the 
address listed below: U.S. Small 
Business Administration, Disaster Area 

2 Office, One Baltimore Place, suite 300, 
Atlanta, Georgia 30308. or other locally 


announced locations. In addition, 
applications for economic injury loans 
from small businesses located in the 
contiguous Counties of Allegheny. 
Appomattox. Bath. Bland. Buckingham. 
Campbell. Clarke. Culpeper. Fauquier. 
Fluvanna. Frederick. Giles. Grayson. 
Henry. Highland. Louisa. Madison. 
Orange, Pittsylvania, Shenandoah, and 
Wythe, and the Cities of Bedford. 
Charlottesville, Galax, Harrisonburg, 
Lexington, Lynchburg, Radford. 
Staunton, and Waynesboro in the State 
of Virginia; Hardy, Monroe, and 
Pendleton Counties in the State of West 
Virginia: and Rockingham. Stokes, and 
Surry Counties in the State of North 
Carolina may be filed until the specified 
date at the above location. 

The interest rates are: 


r-nf 


For physical damage: 

Homeowners with credit available 

elsewhere...... B.000 

Homeowners without credit available 

elsewhere.. 4.000 

Businesses with credit available else* 

'^Here. ®.500 


Ekisinesses and non-profit organizations 
without credit available elsewhere....^. 4.000 
Others |including non-profit organiza¬ 
tions) with credit available else¬ 
where .. 6.500 

For economic injury: 

Businesses and small agricultural coop¬ 
eratives without credit available 
elsewhere.... 4.000 


The number assigned to this disaster 
for physical damage is 256106 and for 
economic injury the numbers are 762800 
for Virginia; 763000 for West Virginia: 
and 763100 for North Carolina. 

(Catalog of Federal Domestic Assistance 
Program Nos. 59002 and 59008) 

Dated: May 26.1992. 

Bernard Kulik, 

Assistant Administrator for Disaster 
Assistance. 

|FR Doc. 92-13088 Filed 6-3-92: 8:45 am| 
BtLUNO cooe SOZS-OI-II 


(License No. 02/02-5467] 

Yusa Capital Corp.; Surrender of 
License 

Notice is hereby given that, pursuant 
to Section 107.105 of the Small Business 
Administration (SBA) Rules and 
Regulations governing Small Business 
Investment Companies (13 CFR 107.105 
(1992)), Yusa Capital Corporation. 622 
Broadway, New York. NY 10012, 
incorporated under the laws of the State 
of New York has surrendered its license. 
No. 02/02-5467 issued by the SBA on 
July 31.1984. 


Yusa Capital Corporation has 
complied with all conditions set forth by 
SBA for surrender of its license. 
Therefore, under the authority vested by 
the Small Business Investment Act of 
1958, as amended, and pursuant to the 
above-cited Regulation, the license of 
Yusa Capital Corporation is hereby 
accepted and it is no longer licensed to 
operate as a Small Business Investment 
Company. 

(Catalog of Federal Domestic Assistance 
Program No. 59.011. Small Business 
Investment Companies) 

Dated: May 2 1992. 

Wayne S. Foren. 

Associate Administrator for InvestmenL 
(FR Doc. 92-13087 Filed 6-3-91; 8:45 am] 
BILUNQ CODE MnS-PI'M 


Region I Advisory Council; Public 
Meeting 

The U.S. Small Business 
Administration Region I Advisory 
Council, located in the geographical area 
of Hartford, will hold a public meeting 
at 8:30 a.m. on Monday, July 13,1992 at 
the Days Inn, 900 East Main Street 
Meriden, Connecticut, to discuss such 
matters as may be presented by 
members, staff of the U.S. Small 
Business Administration, or others 
present. 

For further information, write or call 
Carol A, White, District Director, U.S, 
Small Business Administration, 330 
Main Street, Hartford, Connecticut 
06106. (203) 240-4670. 

Dated: May 26.1992. 

Caroline |. Beeson, 

Assistant Administrator, Office of Advisory 
Councils. 

(FR Doc. 92-13084 Filed 6-3-92 8:45 am] 
BltUMG COOE •cns-oi-ai 


(Delegation of Authority No. 12-A (Revision 
5; Arndt 1)| 

Delegation of Authority; Redelegation 
of Rnancial Assistance 

Delegation of Authority No. 12-A 
(Revision 5) (56 FR 55147 October 24, 
1991) is hereby amended by Delegation 
of Authority No. 12-A (Revision 5; 
Amendment 1). This amendment 
delegates authority from the 
Administrator to certain SBA personnel 
to conduct a Microloan Demonstration 
Program as added to the Small Business 
Act by Public Law 102-140. the 
Commerce. Justice, and State, the 
Judiciary, and Related Agencies 
Appropriations Act of 1991. Specifically. 
Public Law 102-140 added a new 
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subsection (m) to section 7 of the Small 
Business Act, 15 U.S.C 636(m), which 
established a program by which SBA 
would make direct loans to 
intermediaries who will use the 
proceeds to make microloans to startup, 
newly established, or growing small 
business concerns. Delegation of 
Authority No. 12-A (Revision 5; 
Amendment 1) reads as follows: 

1. Regarding the authority delegated 
to the Assistant Administrator for 
Financial Assistance: on page 55148. in 
the third column, paragraphs I.A.8. and 
7. are redesignated as paragraphs l.A.7. 
and 8., and a new paragraph I.A.6. is 
added to read as follows: 

I. Pursuant to the action of the 
Administrator. Small Business 
Administrator, dated February 12,1990, 
the following authority is hereby 
delegated to the specific positions 
designated herein as follows: 

A. To the Assistant Administrator for 
Financial Assistance as follows: 


6. Microloan Demonstration Program 

a. To take any and all actions 
involved in approval or decline of 
applications of entities seeking to be 
intermediaries in the Microloan 
Demonstration Program pursuant to 
section 7(m] of the Small Business Act, 
15 U.S.C. 636(m). 

b. To take any and all actions 
involved in the approval or decline of 
applications for a direct loan by 
intermediaries approved to participate 
in the Microloan Demonstration 
Program, the proceeds of which are to 
be used to make microloans to qualified 
small business concerns, including 
reconsideration thereof; and to execute 
authorizations and modifications 
pertaining to such direct loans. 

c. To take any other actions necessary 
to implement the Microloan 
Demonstration Program as set forth in 
section 7(m) of the Small Business Act, 
15 U.S.C. 636(m) and the regulations 
promulgated thereunder. See 13 CFR 
121.61. 

• • • • • 

2. Regarding the authority delegated 
to the Director, OfTice of Financing: on 
page 55149, in the first column, 
paragraph I.B.4. is redesignated as 
paragraph I.B.5.. and a new paragraph 
l.B.4. is added to read as follows: 

I. Pursuant to the action of the 
Administrator, Small Business 
Administrator, dated February 12,1990, 
the following authority is hereby 
delegated to the specific positions 
designated herein as follows: 

• • • • • 


B. To the Director, Office of Financing 
as follows: 


4. Microloan Demonstration Program 

a. To take any and all actions 
involved in approval or decline of 
applications of entities seeking to be 
intermediaries in the Microloan 
Demonstration Program pursuant to 
section 7(m) of the Small Business Act. 
15 U.S.C. 636(m). 

b. To take any and all actions 
involved in the approval or decline of 
applications for a direct loan by 
intermediaries approved to participate 
in the Microloan Demonstration 
Program, the proceeds of which are to 
be used to m^e microloans to qualified 
small business concerns, including 
reconsideration thereof; and to execute 
authorizations and modifications 
pertaining to such direct loans. 

c. To take any other actions necessary 
to implement the Microloan 
Demonstration Program as set forth in 
section 7(m] of the Small Business Act, 
15 U.S.C. 636(m] and the regulations 
promulgated thereunder, See 13 CFR 
121.61, 

• • • • • 

Dated: May 18,1992. 

Patricia Saiki, 

Administrator. 

|FR Doc, 92-13085 Filed 6^3-92; 8:45 am| 
BIU.ING CODE •02S-01-M 


[License No. 02/02-5286] 

EQUICO Capital Corp.; Transfer of 
Ownership and Contri^ of a Small 
Business Investment Company 
License 

On April 16,1992, a notice was 
published in the Federal Register (57 FR 
92-5812) stating that an application has 
been filed by EQUICO Capital 
Corporation, 135 West 50th Street, suite 
1170, New York. New York 10020, with 
the Small Business Administration 
(SBA) pursuant to § 107.102 of the 
Regulations governing small business 
investment companies (23 CFR 107.102 
(1992)) for a Transfer of Ownership and 
Control of the Small Business 
Investment Company License. 

Interested parties were given until 
close of business May 1,1992 to submit 
their comments to SBA. No comments 
were received. 

Notice is hereby given that, pursuant 
to section 301(d) of the Small Business 
Investment Act of 1958, as amended, 
after having considered the application 
and all other pertinent information, SBA 
approved the Transfer of Ownership 
and Control of EQUICO Capital 


Corporation, on May 14,1992. Upon the 
change of Ownership and Control. 
EQUICO Capita) Corporation will 
change its name to T^ Ventures, Inc. 

(Catalog of Federal Domestic Assistance 
Program No. 59.011, Small Business 
Investment Companies) 

Dated: May 21.1992. 

Wayne S. Foren, 

Associate Administrator for investment 
iFR Doc. 92-13086 Filed 6-3-92; 8:45 am| 
BIUJNO CODE S02S-at>ai 


DEPARTMENT OF STATE 
Bureau of Consutar Affairs 
IPublic Notice 633] 

Certain Foreign Passports Validity 

Under the provisions of 212(a)(7)(B). 
formerly 212(a)(26), of the Immigration 
and Nationality Act, a nonimmigrant 
alien who makes application for a visa 
or for admission into the United States 
is required to possess a passport which 
is: (1) Valid for a minimum period of six 
months from the date of expiration of 
the initial period of the alien's admission 
into the United States or his or her 
contemplated initial period of stay and 
(2) authorizes the alien to return to the 
country from which he or she came or to 
proceed to and enter some other country 
during such period. Because of the 
foregoing requirement, certain foreign 
governments have entered into 
agreements with the Government of the 
United States whereby their passports 
are recognized as valid for the return of 
the bearer to the country of the foreign 
issuing authority for a period of six 
months beyond the expiration date 
specified in the passport. These 
arrangements have the effect of 
extending the validity period of the 
foreign passport an additional six 
months notwithstanding the expiration 
date indicated in the passport. 

This Public Notice advises the public 
that Suriname is now among those 
countries which have concluded such 
agreements. 

The following governments have 
concluded agreements with the 
Government of the United States: 

Algeria 

Antigua and Barbuda 
Australia 

Austria (Reisepass only) 

Bahamas, The 

Bangladesh (travel permits and passports) 

Beligum 

Bolivia 

Brazil 

Canada 

Chile 
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Colombia 
Cost Rica 
Cote d’Ivoire 
Cuba 
Cyprus* 

Denmark 

Dominican Republic 

Ecuador 

Egypt 

El Salvador 

Ehtiopia 

Finland 

France 

Germany 

Greece 

Grenada ^ 

Guatemala ’ 

Guinea 

Guyana 

Honduras 

Hong Kong (Certificates of Identity and 
passports) 

Iceland 

India 

Iran 

Ireland 

Israel 

Italy 

lamaica 

japan 

jordan 

Korea 

Kuwait 

Laos 

Lebanon 

Libya 

Liechtenstein 

Luxembourg 

Madagascar 

Malaysia 

Malta 

Mauritius 

Mexico 

Monaco 

Morocco 

Netherlands 

New Zealand 

Nicaragua (diplomatic and official passports 
only) 

Nigeria 

Norway 

Pakistan 

Panama 

Paraguay 

Peru 

Philippines 

Poland 

Portugal 

Qatar 

St, Kitts and Nevis 
St, Lucia 

Sl Vincent and the Grenadines * 

Senegal 

Singapore 

Soviet Union (USSR) (Seamen only) 

Spain 

Sri Lanka 

Sudan 

Suriname 

Sweden 

Switxerland 

Syria 

Thailand 

Trinidad and Tobago 

Tunisia 

Turkey 


United Arab Emirates 
United Kingdom 
Uruguay 
Venezuela 
Yugoslavia 

In addition, travel documents issued 
by the Government of the Trust 
Territory of the Pacific Islands are 
considered to be valid for the retun\ of 
the bearer to the Trust Territory for a 
period of six months beyond the 
expiration date specified therein. 

Public Notice 954 of February 26,1986 
issued at 51 FR 6853 is hereby 
superseded. 

Dated: May 22.1992. 

Elizabeth M. TamposL 

Assistant Secretary for Consular Affairs, 

[FR Doc. 92-13112 Filed 6-3-92: 8:45 am) 
BIUJ»«Q CODE 4710-Oa-M 


DEPARTMENT OF TRANSPORTATION 

Federal Aviation Administration 

Airway Science Grant Proposals 

agency: Federal Aviation 
Administration. DOT. 
action: Extension of closing date for 
notice of solicitation for airway science 
grant proposals. 

summary: The solicitation published in 
the Federal Register (57 FR 9586. March 
19.1992) represents a continuation of the 
Federal Aviation Administration’s AWS 
Grant Program. The Federal Aviation 
Administration (FAA) is authorized by 
Public Laws 101-516 and 102-143 to 
solicit competitive proposals for Airway 
Science (AWS) grants from accredited 4- 
year public or nonprofit private colleges 
and universities with recognized FAA 
AWS Curriculum programs. The FAA 
expects to award most, if not all, of an 
available $5,036,384 in the form of 
grants, to a select number of these 
recognized institutions. A portion of the 
available funds will be awarded to 
eligible minority institutions with 
recognized AWS curricula. Awards 
typically will range from $100,000 to a 
maximum of $300,000. In no event shall 
the total Federal share of any AWS 
project exceed 50% of the cost of the 
project 

Tlie grant funds may be used for the 
purchase, lease with intent to purchase, 
or construction of academic buildings 
and associated facilities to be used in 
support of an FAA recognized AWS 
curriculum. In addition, grant funds may 
be used for nonexpendable instructional 
materials or instructional equipment to 
be used in the actual teaching of the 
AWS curriculum. No federal grant funds 
shall be used for salaries, operating 


expenses, research and development, 
travel, consultant fees, indirect costs, 
office supplies or other expendable 
items, automobiles, aircrah, 
maintenance agreements, printing costs, 
promotional and marketing materials or 
equipment, general purpose parking lots, 
land, commercial airport facilities, 
taxiways, runways, or any project in 
support of a commercial activity. 

FOR FURTHER INFORMATION CONTACr. 

Virginia Hancock Krohn, Manager. 
Airway Science Grant Program, Federal 
Aviation Administration, Ofiice of 
Training and Higher Education. AHT-30. 
room PL-100. 400 7th Street SW.. 
Washington, DC 20590. Telephone: (202) 
366-7003. 

Closing Date 

The closing date is extended to July 
31.1992. 

Issued in Washington. DC.. May 28.1992. 
Belinda R. Zamer, 

Deputy Director, Office of Training and 
Higher Education. 

[FR Doc. 92-13070 Filed 6-3-92; 8:45 am) 
BJLUNQ CODE 4910-13-11 


Passenger Facility Charge (PFC); 
Allentown-Bethlehem-Easton 
International Airport, PA 

AGENCY; Federal Aviation 
Administration (FAA), DOT, 

action: Notice of Intent to Rule on 
Application. 

summary: The FAA proposes to rule 
and invites public comment on the 
application to impose a PFC at 
Alientown-Bethlehem-Easton 
International Airport under the 
provisions of the Aviation Safety and 
Capacity Expansion Act of 1990 (Title IX 
of the Omnibus Budget Reconciliation 
Act of 1990) (Pub. L 101-508) and part 
158 of the Federal Aviation Regulations 
(14 CFR part 158). 

DATES: Comments must be received on 
or before July 6,1992. 

ADDRESSES: Comments on this 
application may be mailed or delivered 
in triplicate to the FAA at the following 
address: Harrisburg Airports District 
Office, 3911 Hartzdale Dr., suite 1, Camp 
Hill, PA 17011. 

In addition, one copy of any 
comments submitted to the FAA must 
be mailed or delivered to Raymond D. 
Anderson. A.A.E., Director of Finance of 
the Lehigh-Northanipton Airport 
Authority at the following address: 3311 
Airport Road. Allentown, PA 18103. 

Air carriers and foreign air carriers 
may submit copies of written comment 
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previously provided to the Lehigh- 
Northampton Airport Authority under 
9 158.23 of part 15a 

FOR FURTHER INFORMATION CONTACT. 

LW. Walsh, Manager Harrisburg 
Airports District O^ce, 3911 Hartzdale 
Dr., suite 1. Camp Hill, PA 17011. 717- 
782-4548. The application may be 
reviewed in person at this same 
location. 

SUPPLEMENTARY INFORMATION: The PAA 

proposes to rule and invites public 
comment on the application to impose a 
PFC at Allentown-Dethlehem-Easton 
International Airport under the 
provisions of the Aviation Safety and 
Capacity Expansion Act of 1990 (Title IX 
of the Omnibus Budget Reconciliation 
Act of 1990) (Pub. L. 101-508) and part 
158 of the Federal Aviation Regulations 
(14 CFR part 158). 

On May 19,1992, the FAA determined 
that the application to impose a PFC 
submitted by Lehigh-NorOiampton 
Airport Authority was substantially 
complete within the requirements of 
§ 158.25 of part 158. The FAA will 
approve or disapprove the application, 
in whole or in part, no later than August 
28,1992. 

The following is a brief overview of 
the application. 

Level of the proposed PFC: $3.00. 
Proposed charge effective date: October 
1,1992. 

Proposed charge expiration date: March 
31.1995. 

Total estimated PFC revenue: $3,778,111. 

Brief description of proposed 
project(s): 

—Preliminary Design of Passenger 
Terminal Building. 

—Design of Passenger Terminal 
Building. 

—^Expand Passenger Terminal Building. 

Class or classes of air carriers which 
the public agency has requested not be 
required to collect PFCs: Air-Taxi/ 
Commercial operators filing FAA Form 
1800-31. 

Any person may inspect the 
application in person at the FAA office 
listed above under *^FOR further 
INFORMATION CONTACT* and at the FAA 
regional Airports office located at: 
Federal Aviation Administration, 
Fitzgerald Federal Building. JFK 
International Airport, Jamaica, NY 
11430. 

In addition, any person may, upon 
request, inspect die application, notice 
and other documents germane to the 
application in person at the Lehigh- 
Northampton Airport Authority. 


Issued tn )amaica, NY on May 26,1992. 
Peter A. Nelson, 

Assistant Manager, Airports Division Eastern 
Region, 

[FR Doc. 92-13071 Filed 8-3-^2; 8:45 am] 
SfLUMO coot SSfO-ia-H 


Pasaenger Facility Charge (PFC); 
Untvefslty Parte Airport^ State C^lege, 
PA 

AOENCV: Federal Aviation 
Administration (FAA) DOT, 
action: Notice of Intent to Rule on 
Application. 

SUMMARY: The FAA proposes to rule 
and invites public comment on the 
application to impose and use the 
revenue from a PFC at University Park 
Airport under the provisions of the 
Aviation Safety and Capacity Expansion 
Act of 1990 (Title IX of the Omnibus 
Budget Reconciliation Act of 1990) (Pub. 
L 101-508) and part 158 of the Federal 
Aviation Regulations (14 CFR part 158). 
DATES: Comments must be received on 
or before July 8,1992. 

ADDRESSES: Comments on this 
application may be mailed or delivered 
in triplicate to the FAA at the following 
address: Harrisburg Airports District 
Office. 3911 Hartzdale Dr., suite 1, Camp 
Hill, PA 17011. 

In addition, one copy of any 
comments submitted to the FAA must 
be mailed or delivered to William R. 
Stacey, Management Specialist of the 
Pennsylvania State University at the 
following address: room 304 Old Main, 
University Park, PA 16802. 

Air carriers and foreign air carriers 
may submit copies of written comments 
previously provided to the Pennsylvania 
State University under 9 158.23 of part 
158. 

FOR FURTHER INFORMATION CONTACT: 

LW. Walsh, Manager Harrisburg 
Airports District Office, 3911 Hartzdale 
Dr., suite 1, Camp Hill. PA 17011. 717- 
782-4548. The application may be 
reviewed in person at this same 
location. 

SUPPLEMENTARY INFORMATION: The FAA 

proposes to rule and invites public 
comment on the application to impose 
and use the revenue from a PFC at 
University Park Airport under the 
provisions of the Aviation Safety and 
Capacity Expansion Act of 1990 ffitle IX 
of the Onmibus Budget Reconciliation 
Act of 1990) (Pub. L 101-508) and part 
158 of the Federal Aviation Regulations 
(14 CFR part 158). 

On May 15,1992, the FAA determined 
that the application to impose and use 
the revenue from a PFC submitted by 


Pennsylvania State University was 
substantially complete within the 
requirements of 9 158.25 of part 158. The 
?AA will approve or disapprove the 
application, in whole or in part, no later 
than August 28,1992. 

The following is a brief overview of 
the application. 

Level of the proposed PFC: $3.00. 
Proposed charge effective date: May 1, 
1992. 

Proposed charge expiration date: April 
30, 2004. 

Total estimated PFC revenue: $5,058,723. 

Brief description of proposed 
project(s): 

—^Terminal Apron expansion. 

—^Terminal expansion-phase L 
—Terminal expansion-phase D. 

—Land acquisition. 

—Upgrade & Renovate Taxiway B. 

—Storm Water Management. 

—Runway extension. 

—Signage update. 

—Emergency Generator. 

—Obstruction removal. 

—GA ramp rehabilitation. 

—Runway Friction Tester. 

—Runway Condition Sensors. 

—Maintenance Building & Grit storage. 
—Snow Removal equipment. 

—ARFF Vehicle. 

—Expand Taxiway B. 

—Recondition existing Broom. 

—Master Plan Update. 

—Security & Access Control 
improvement. 

—AWOS IV. 

—Land Acquisition. 

—Snow Removal Equipment—blower. 
—Renovate Runway Lighting. 

—^Terminal Building Expansion. 

Class or classes of air carriers which 
the public agency has requested not be 
required to collect PFCs: On demand 
Air-Taxi operators and Charter Carriers 
Any person may inspect the 
application in person at the FAA office 
listed above under “FOR further 
INFORMATION CONTACT** and at the FAA 
regional Airports office located at: 
Federal Aviation Administration, 
Fitzgerald Federal Building. JFK 
International Airport, Jamaica, NY 
11430. 

In addition, any person may, upon 
request, inspect the application, notice 
and other documents germane to the 
application in person at the 
Pennsylvania State University. 

issued in Jamaica. NY on May 20.1992. 
Peter A. Nelson, 

Assistant Manager, Airports Division Eastern 
Region, 

[FR Doc. 92-13073 Filed 6-3-92: 8:45 am| 
BUYING CODE 49YO-1S-M 
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Passenger FacilKy Charge (PFC); 
Morgantown Municfpai Airport, 
Morgantown, WV 

agency: Federal Aviation 
Administration [FAA), DOT. 
action: Notice of Intent to Rule on 
Application. 

summary: The FAA proposes to rule 
and invites public comment on the 
application to impose and use the 
revenue from a PFC at Morgantown 
Municipal Airport under the provisions 
of the Aviation Safety and Capacity 
Expansion Act of 1990 (Title IX of the 
Omnibus Budget Reconciliation Act of 
1990) (Public Law 101-508) and Part 158 
of the Federal Aviation Regulations (14 
CFR Part 158). 

DATES: Comments must be received on 
or before July 6,1992. 

ADDRESSES: Comments on this 
application may be mailed or delivered 
in triplicate to the FAA at the following 
address: Beckley Airports Field Office, 
469 Airport Circle, room 101, Beaver, 
West Viiginia 25813. 

In addition, one copy of any 
comments submitted to the FAA must 
be mailed or delivered to Robert L 
Bryant, Airport Manager of the City of 
Morgantown, West Virginia at the 
following address: 389 Spruce Street, 
Morgantown, West Virginia, 26505. 

Air carriers and foreign air carriers 
may submit copies of written comments 
previously provided to the City of 
Morgantown under S 15a23 of part 15a 
FOR FURTHER INFORMATION CONTACT: 

Mr. Joseph Scheff, Manager Beckley 
Airports Field Office. 469 Airport Circle, 
room 101 Beaver, West Virginia 25813, 
(304) 252-6216. The application may be 
reviewed in person at this same 
location. 

SUPPLEMENTARY INFORMATION: The FAA 
proposes to rule and invites public 
comment on the application to impose 
and use the revenue from a PFC at 
Morgantown Municipal Airport under 
the provisions of the Aviation Safety 
and Capacity Expansion Act of 1990 
(Title iX of the Omnibus Budget 
Reconciliation Act of 1990) (Pub. L 101- 
508) and part 158 of the Federal Aviation 
Regulations (14 CFR part 158). 

On May 8.1992, the FAA determined 
that the application to impose and use 
the revenue from a PFC submitted by 
the City of Morgantown was 
Bubstantially complete within the 
requirements of § 158.25 of part 158. The 
FAA will approve or disapprove the 
application, in whole or in part, no later 
than September 4.1992. 

The following is a brief overview of 
the application. 


Level of the proposed PFC: $3.00. 
Proposed charge effective date: October 
1.1992. 

Proposed charge expiration dale: 
October 31,1994. 

Total estimated PFC revenue; $100,000. 

Brief description of proposed 
project(s): 

—Airfield Lifting and Guidance signs. 
—Overlay T/W C, GA. Apron and Air 
Carrier Apron. 

—Construction and Lighting of T/W 
parallel to R/W 5-23. 

—Construction of ARFF/Snow Removal 
Building. 

—Purchase ARFF Equipment. 

Class or classes of air carriers which 
the public agency has requested not be 
required to collect PCFs: None. 

Any person may inspect the 
application in person at the FAA office 
listed above under "FOR further 
INFORMATION CONTACT" and at the FAA 
regional Airports office located at: 
Federal Aviation Administration, 
Fitzgerald Federal Building—AEA-600, 
JFK International Airport. Jamaica, New 
York 11430. 

In addition, any person may, upon 
request, inspect the application, notice 
and other documents germane to the 
application In person at the City of 
Morgantown. West Virginia. 

Issued in Jamaica, New York on May 28. 
1992 

Peter A Nelson, 

Ass/slant Manager, Airports Division Eastern 
Region. 

[FR Doc. 92-13072 Filed 6-3-92; 8:45 am] 
BILUNQ CODE 


DEPARTMENT OF THE TREASURY 
INumber. 150-19] 

Delegation—Issuance of Immunity 
Orders 

Date: May 28.1992. 

1. By virtue of the authority vested in 
the Secretary of the Treasury by 
sections 7002 and 7803 of the Internal 
Revenue Code of 1986, and by 31 U.S.C, 
321(b), there is hereby delegated to the 
Conunissioner of Internal Revenue, the 
function under Title II of the Organized 
Crime Control Act of 1970 (18 U.S.C. 
6001. et seg.; 84 Stat. 926). with the 
approval of the Attorney General, to 
make determinations and to issue the 
orders to compel the testimony under a 
grant of immunity of any individual who 
has been or may be called to testify or 
provide information at any proceeding 
before the Internal Revenue Service 
which such individual refuses to give or 
provide on the basis of the individual's 
privilege against self-incrimination. 


2. The authority herein delegated to 
the Commissioner of Internal Revenue 
may be redelegated to the Deputy 
Commissioner, the Assistant 
Commissioner (Criminal Investigation) 
and the Chief Inspector. 

3. This Order supersedes Treasury 
Order 150-19. "Delegation—Issuance of 
Immunity Orders." dated November 29, 
1977. 

Nicholat F. Brady, 

Secretary of the Treasury. 

|FR Doc. 92-13059 Filed 6-3-92; 8:45 am) 
BILUNQ COOC 4ttO-2S-« 


DEPARTMENT OF VETERANS 
AFFAIRS 

Information Collection Under 0MB 
Review 

AGENCY: Department of Veterans 
Affairs. 

action: Notice. 

The Department of Veterans Affairs 
has submitted to OMB the following 
proposal for the collection of 
information under the provisions of the 
Paperwork Reduction Act (44 U.S.C 
chapter 35). This document lists the 
following information: (1) The title of the 
information collection, and the 
Department form number(8), if 
applicable; (2) a description of the need 
and its use; (3) who will be required or 
asked to respond; (4) an estimate df the 
total annual reporting hours, and 
recordkeeping burden, if applicable; (5) 
the estimated average burden hours per 
respondent; (6) the frequency of 
response; and (7) an estimated number 
of respondents. 

ADDRESSES: Copies of the proposed 
information collection and supporting 
documents may be obtained ffom Janet 
G. Byers, Veterans Benefits 
Administration (20A5). Department of 
Veterans Affairs. 810 Vermont Avenue, 
NW., Washington, DC 20420 (202) 233- 
3021. 

Comments and questions about the 
items on the list should be directed to 
VA's OMB Desk Officer, Joseph Lackey, 
NEOa room 3002, Washington. DC 
20503, (202) 395-7310. Do not send 
requests for benefits to this address. 

dates: Comments on the information 
collection should be directed to the 
OMB Desk Officer on or before July 6, 
1992. 

DATED: May 27.1992. 











23612 


Federal Register / Vol. 57, No. 108 / Thursday. )une 4, 1992 / Notices 


By direction of the Secretary. 

Frank E. Lalley» 

Associate Deputy Assistant Secretary for 
Information. Resources Policies and 
Oversight. 

ExtensioD 

1. Supplement to VA Forms 21-526. 
21-534. and 21-535 (For Philippine 
Claims), VA Form 21-4169. 

2. The information is used by VA 
regional office in Manila to determine 
whether eligibility for VA benefits can 
be established based on service in the 
Commonwealth Army of the Philippines 
or recognized guerrilla organization. 

3. Individuals or households. 

4.1,000 hours. 

5.1 hour. 

6. On occasion. 

7.1,000 respondents. 

|FR Doc. 92-13025 Filed 6-3-92; 8:45 am) 
BILUMQ COO€ 6 a 20 - 01 -«i 


Information Collection Under 0MB 
Review 

agency: Department of Veterans 
Affairs. 

action: Notice. 

The Department of Veterans Affairs 
has submitted to OMB the following 
proposal for the collection of 
information under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35). This document lists the 
following information: (1) The title of the 
information collection, and the 
Department form numberfs), if 
applicable: (2) a description of the need 
and its use; (3) who will be required or 
asked to respond; (4) an estimate of the 
total annual reporting hours, and 
recordkeeping burden, applicable; (5) 
the estimated average buiden hours per 
respondent; (6) the frequency of 
response; and (7) an estimated number 
of respondents. 

addresses: Copies of the proposed 
information collection and supporting 
documents may be obtained from Janet 
G. Byers, Veterans Benefits 
Administration (20A5), Department of 
Veterans Affairs, 810 Vermont Avenue. 
NY 20420. (202) 233-3021. 

Comments and questions about the 
items on the list should be directed to 
VA‘s OMB Desk Officer, Joseph Lackey, 
NEOB, room 3002, Washington. DC 
20503, (203) 395-7316. Do not send 
requests for benefits to this address. 

DATES: Comments on the following 
collection should be direct to the OMB 
Desk Officer on or before July 6,1992. 

DatPd; May 27.1992. 


By direction of the Secretary: 

Frank E Lalley, 

Associate Deputy Assistant Secretary for 
Information Resources Policies and 
Oversight 

Reinstatement 

1. Certificate of Balance on Deposit. 
VA Form 27-4718(a). 

2. This form is completed by VA 
fiduciaries, as required by State courts 
and/or Federal status, to lessen the 
volunerability of Federal funds to fraud, 
waste, and abuse. 

3. Individuals or households; State or 
local governments; Federal agencies or 
employees; Non-profit institutions. 

4.1.500 hours. 

5. 3 minutes. 

6. On occasion; Annually; Biennially; 
Triennially. 

7. 30,000 respondents. 

[FR Doc. 92-13026 Filed 6-3-92; 8:45 am| 
BJLJJNG COOC 


Information Collection Under OMB 
Review 

agency: Department of Veterans 
Affairs. 

action: Notice._ 

The Department of Veterans Affairs 
has submitted to OMB the following 
proposal for the collection of 
information under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35). This document lists the 
following information: (1) The title of the 
information collection, and the 
Department form numberjs). if 
applicable; (2) a description of the need 
and its use; (3) who will be required or 
asked to respond; (4) an estimate of the 
total annual reporting hours, and 
recordkeeping burden, if applicable; (5) 
the estimated average burden hours per 
respondent; (6) the frequency of 
response; and (7) an estimated number 
of respondents. 

ADDRESSES: Copies of the proposed 
information collection and supporting 
documents may be obtained from Janet 
G. Byers, Veterans Benefits 
Administration (20A5), Department of 
Veterans Affairs. 810 Vermont Avenue. 
NW.. Washington, DC 20420 (202) 233- 
3021. 

Comments and questions about the 
items on the list should be directed to 
VA*s OMB Desk Officer, Joseph Lackey. 
NEOB. room 3002, Washington. DC 
20503, (202) 395-7316. Do not send 
requests for benefits to this address. 
DATES: Comments on the information 
collection should be directed to the 
OMB Desk Officer on or before July 6. 
1992. 


Dated: May 27,1992. 

By direction of the Secretary. 

Frank E Lalley. 

Associate Deputy Assistant Secretary for 
Information Resources Policies and 
Oversight 

Reinstatement 

1. Other On-The-Job Training and 
Apprenticeship Training Agreement and 
Standards, VA Form 22-8864, and 
Employer’s Application to Provide Job 
Training. VA Form 22-8865. 

2. The information is collected from 
trainees and employers to ensure that 
apprenticeship and on-the-job training 
programs and agreements meet the 
statutory requirement for approval. 

3. State or local governments; Farms; 
Businesses or other for-profit; Federal 
agencies or employees; Non-profit 
institutions; Small businesses or 
organizations. 

4. 3,750 hours. 

5. 50 minutes. 

6. On occasion. 

7.4,500 respondents. 

(FR Doc. 92-13027 Filed 6-3-92; 8:45 am) 
BM.UNO CODE $320-01-11 


Information Collection Under OMB 
Review 

agency: Department of Veterans 
Affairs. 

action: Notice. 

The Department of Veterans Affairs 
has submitted to OMB the following 
proposal for the collection of 
information under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35). This document lists the 
following information: (1) The title of the 
information collection, and the 
Department form numberfs). if 
applicable: (2) a description of the need 
and its use; (3) who will be required or 
asked to respond; (4) an estimate of the 
total annual reporting hours, and 
recordkeeping burden, if applicable; (5) 
the estimated average burden hours per 
respondent; (6) the frequency of 
response: and (7) an estimated number 
of respondents. 

ADDRESSES: Copies of the proposed 
information collection and supporting 
documents may be obtained from Janet 
G. Byers. Veterans Benefits 
Administration (20A5), Department of 
Veterans Affairs. 810 Vermont Avenue. 
NW.. Washington. DC 20420 (202) 233- 
3021. 

Comments and questions about the 
items on the list should be directed to 
VA’s OMB Desk Officer. Joseph Lackey. 
NEOB, room 3002. Washington. DC 
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20503, (202) 395-7316. Do not send 
requests for benefits to this address. 
DATES: Commenta on the information 
collection should be directed to the 
0MB Desk Officer on or before July 0, 
1992. 

Dated: May 26.199^ 

By directions of the Secretary. 

Frank E. Lalley, 

Associate Deputy Assistant Secretary for 
Information, Resources Policies and 
Oversight 

New CoUecdoD 

1. Customer Based Measures 
Telephone Survey. 

2. VA seeks to improve the quality, 
timeliness, and effectiveness of services 
to veterans and their beneficiaries. The 
information will be used to incorporate 
the veterans'/beneficiaries* perspective 
into plans for service delivery 
improvements, provide a basis on which 
to establish customer defined indicators, 
and provide blueprint for planning and 
resource allocation. 

3. Individuals or households. 

4.806 hours. 

5.14 minutes. 

6.'Annually. 

7.3,456 respondents. 

IFR Doc. 92-13031 Filed 6-3-92; 8:45 am) 
BiaiNG CODE •320-01-li 


Information Collection Under 0MB 
Review 

agency: Department of Veterans 
Affairs. 

action: Notice. 

The Department of Veterans Affairs 
has submitted to OMB the following 
propoMl for the collection of 
information under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35). This document lists the 
following information: (1) The title of the 
information collection, and the 
Department form number(8), if 
applicable; (2) a description of the need 
and its use: (3) who will be required or 
asked to respond; (4) an estimate of the 
total annual reporting hours, and 
recordkeeping burden, if applicable; (5) 
the estimated average burden hours per 
respondent; (6) the frequency of 
response: and (7) an estimated number 
of respondents. 

ADDRESSES: Copies of the proposed 
information collection and supporting 
documents may be obtained from Janet 
G. Byers, Veterans Benefits 
Administration (20A5), Department of 
Veterans Affairs, 810 Vermont Avenue, 
NW., Washington, DC 20420 (202) 233- 
3021 


Comments and questions about the 
items on the list should be directed to 
VA*8 OMB Desk Officer, Joseph Lackey, 
NEOB, room 3002, Washington, DC 
20503, (202) 396-7316. Do not send 
requests for benefits to this address. 
DATES: Comments on the information 
collection should be directed to the 
OMB Desk Oficer on or before July 6, 
1992. 

Dated: May 27,1992. 

By direction of the Secretary. 

Frank E. Lalley, 

Associate Deputy Assistant Secretary for 
Information Resources Policies and 
Oversight. 

Extension 

1. Mortgage Loan Information, VA 
Form 26-8982. 

2. This information card will be used 
to collect social security numbers as 
part of the accounting information 
required by credit reporting agencies on 
delinquent borrowers. 

3. Individuals or households. 

4. 829 hours. 

5. 5 minutes. 

6. On occasion. 

7.9,950 respondents. 

|FR Doc. 92-13030 Filed 6-3-92; 8:45 am) 
BILUNG CODE e320-01-M 


Information Collection Under OMB 
Review 

AGENCY: Department of Veterans 
Affairs. 

ACTION: Notice. 

The Department of Veterans Affairs 
has submitted to OMB the following 
proposal for the collection of 
information under the provisions of the 
Paperwork Reduction Act (44 U.S.C. 
chapter 35). This document lists the 
following information: (1) The title of the 
information collection, and the 
Department form number(8), if 
applicable; (2) a description of the need 
and its use; (3) who will be required or 
asked to respond; (4) an estimate of the 
total annual reporting hours, and 
recordkeeping burden, if applicable; (5) 
the estimated average burden hours per 
respondent; (6) the frequency of 
response; and (7) an estimated number 
of respondents. 

ADDRESSES: Copies of the proposed 
information collection and supporting 
documents may be obtained from Janet 
G. Byers, Veterans Benefits 
Administration (20A5). Department of 
Veterans Affairs, 810 Vermont Avenue, 
NW, Washington, DC 20420 (202) 233- 
3021. 

Comments and questions about the 
items on the list should be directed to 


VA*8 OMB Desk Officer, Joseph Lackey. 
NEOB, room 3002, Washington, DC 
20503, (202) 395-7316. Do not send 
requests for benefits to this address. 
DATES: Comments on the information 
collection should be directed to the 
OMB Desk Officer on or before July 6, 
1992. 

Dated: May 27,1992. 

By direction of the Secreatary. 

Frank E Lalley, 

Associate Deputy Assistant Secretary for 
Information Resources Policies and 
Oversight 

Reinstatement 

1. Application for Service-Disabled 
Insurance, VA Form 29-4364 and VA 
Form 26-4364-1. 

2. The forms are used by veterans to 
apply for Service-Disabled Veterans 
Insurance, to designate a beneficiary 
and to select an optional settlement. 

3. Individuals or households. 

4. 2,833 hours. 

5.40 minutes. 

6. On occasion. 

7.4,250 respondents. 

|FR Doc. 92-13029 Filed 6-3-92; 8:45 am) 
BILUNQ code 


Information Collection Under OMB 
Review 

agency: Department of Veterans 
Affairs. 

action: Notice. 

The Department of Veterans Affairs 
has submitted to OMB the following 
proposal for the collection of Information 
under the provisions of the Paperwork 
Reduction Act (44 U.S.C. chapter 35). 
This document lists the following 
information: (1) The title of the 
information collection, and the 
Department form numberjs), if 
applicable; (2) a description of the need 
and its use: (3) who will be required or 
asked to respond; (4) an estimate of the 
total annual reporting hours, and 
recordkeeping burden, if applicable; (5) 
the estimated average burden hours per 
respondent; (6) the frequency of 
response; and (7) an estimated number 
of respondents. 

ADDRESSES: Copies of the proposed 
information collection and supporting 
documents may be obtained from Janet 
G. Byers, Veterans Benefits 
Administration (20A5), Department of 
Veterans Affairs, 810 Vermont Avenue, 
NW., Washington. DC 20420 (202) 233- 
3021. 

Comments and questions about the 
items on the list should be directed to 
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VA's OMB Desk Officer, Joseph Lackey, 
NEOB. room 3002, Washington. DC 
20503, (202) 395-7316. Do not send 
requests for benefits to this address. 
DATES: Comments on the information 
collection should be directed to the 
OMB Desk Officer on or before July 6. 
1992. 

Dated: May 27.1992. 

By direction of the Secretary. 

Frank E. Lalley, 

Associate Deputy, Assistant Secretary for 
Information Resources Policies and 
Oversight, 

Reinstatement 

1. Offer to Purchase and Contract of 
Sale. VA Form 26-6705, and Credit 
Statement of Prospective Purchaser. VA 
Form 20-6705b. 

2. VA Form 20-6705 serves as an offer 
to purchase and contract of sale for 
submitted purchase offers to VA on 
properties acquired through operation of 
the guaranteed and direct loan 
programs. VA Form 26-6705b is used to 


collect credit and income information 
necessary to determine whether an 
applicant qualifies to purchase a VA- 
owned property. 

3. Individuals or households. 

4. 38,547 hours. 

5.14 minutes. - 

6. On occasion. 

7.165,200 respondents. 

FR Doc. 92-13028 Filed 6-3-92; 6:45 am) 
BtLLINQ CODE $320-01-M 


The Child Care Development of the 
VAMC Washington, DC; Designation 

agency: Department of Veterans 
Affairs. 

action: Notice of designation. 

summary: The Secretary of the 
Department of Veterans Affairs is 
designating the Washington. DC VA 
Medical Center as a site that will be 
subject to child care development under 
the terms of an enhanced-use lease. The 


Department intends to enter into a long¬ 
term lease of real property and facilities 
with the developer who provides the 
Department with the best quality care at 
the greatest economic advantage. 
for further information contact: 
Julia Reyes, Office of the Assistant 
Secretary for Acquisition and Facilities 
(005), 810 Vermont Ave.. NW., 
Washington. DC 20420, 202-535-8555. 
SUPPLEMENTARY INFORMATION: 38 U.S.C. 
8161 et seq. specifically provides that 
the Secretary may enter into an 
enhanced-use lease with a private 
developer. This developer will provide 
services, revenue, or both, to the 
Department The child care center will 
be economically self-sustaining and be 
compatible with the existing residential 
neighborhood. 

Approved: May 26.1992. 

Edward J. Derwinskl. 

Secretary of Veterans Affairs. 

|FR Doc. 92-13023 Filed 6-3-92; 6.45 am| 

etUJNG CODE e32<>-01-M 
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Sunshine Act Meetings 


Federal Register 
VoL 57, No. 108 
Thursday, June 4. 1992 


This section of the FEDERAL REGISTER 
contains notices of meetings published 
under the ‘‘Government In the Sunshine 
Act” (Pub. L 94-409) 5 U.S.C. 552b(e)(3). 


COMMODITY FUTURES TRADING 
COMMISSION 

TIME AND DATE: 11:00 a.m., Friday, June 

5,1992. 

place: 2033 K St.. N.Wm Washington. 
D.C.. 8th Floor Hearing Room. 
status: Closed.^ 

MATTERS TO BE CONSIDERED: 
Surveillance Matters 

CONTACT PERSON FOR MORE 
information: Jean A. Webb, 254-6314. 
Jean A. Webb, 

Secretary of the Commission* 

[FR Doc. 92-13254 Filed 6-2-92; 2:44 pm) 
BILUNQ COOC 6351-01-«l 


COMMODITY FUTURES TRADING 
COMMISSION 

TIME AND DATE: 10:00 a.m., Tuesday, 
June 9,1992. 

PLACE: 2033 K St., N.W., Washington. 
D.C., Lower Lobby Hearing Room. 
STATUS: Open. 

MATTERS TO BE CONSIDERED: 

Application for the Chicago Mercantile 
Exchange for contract designation in 
Goldman Sachs Commodity Index futures 
and options. 

CONTACT PERSON FOR MORE 
INFORMATION: Jean W, Webb. 254-6314. 
Jean A. Webb. 

Secretary of the Commission. 

|FR Doc, 9^-13255 Filed 6-2-92; 2:44 pm) 
BILUNQ COOC 635t-01-M 


COMMODITY FUTURES TRADING 
COMMISSION 

TIME AND DATE: 11:00 a.m., Friday, June 

12,1992, 

place: 2033 K St., N.W.. Washington. 
D.Cm 8th Floor Hearing Room. 
status: Closed. 


MATTERS TO BE CONSIDERED: 

Surveillance Matters 

CONTACT PERSON FOR MORE 
information: Jean A. Webb, 254-6314. 
Jean A. Webb. 

Secretary of the Commission. 

|FR Doc, 92-13256 Filed 6-2-92; 244 am| 

BILUNG CODE S351-ei>M 

COMMODITY FUTURES TRADING 
COMMISSION. 

TIME AND DATE: 11:00 a.m., Friday, June 

19.1992, 

PLACE: 2033 K St.. N.W.. Washington. 
D.C., 8th Floor Hearing Room. 

STATUS: Closed. 

MATTERS TO BE CONSIDERED: 
Surveillance Matters 

CONTACT PERSON FOR MORE 
INFORMATION: Jean A. Webb, 254-6314. 
Jean A. Webb, 

Secretary of the Commission. 

(FR Doc. 92-13257 Filed 6-2-92 2:44 pm) 
BILUNQ CODE ft351-01-M 


COMMODITY FUTURES TRADING 
COMMISSION 

TIME AND date: 11:00 a.m., Friday. June 

26.1992. 

PLACE: 2033 K St.. N.W., Washington. 
D.C.. 8th Floor Hearing Room. 

STATUS: Closed. 

MATTERS TO BE CONSIDERED: 
Surveillance Matters 

CONTACT PERSON FOR MORE 
information: Jean A. Webb. 254-6314. 
Jean A. Webb, 

Secretary of the Commission. 

(FR Doc. 92-13258 Filed 8-2-92 2:44 pm) 

BILUNQ CODE S3S1-ei-M 


COMMODITY FUTURES TRADING 
COMMISSION 

TIME AND DATE: 10 a.m., Tuesday, June 

30,1992. 

place: 2033 K St.. NW., Washington. 
DC. 8th Floor Conference Room. 
STATUS: Closed. 


MATTERS TO BE CONSIDERED: 

Enforcement Matters 

CONTACT PERSON FOR MORE 

information: Jean A. Webb. 254-6314. 
Jean A. Webb, 

Secretary of the Commission. 

|FR Doc. 92-13259 Filed 6-2-92 2:44 pm) 

BIUIHQ CODE 6351-01-11 


FEDERAL ELECTION COMMISSION 
'^FEDERAL REGISTER’* NUMBER: 92-12668. 
PREVIOUSLY ANNOUNCED DATE AND TIME: 
Thursday. June 4.1992,10:00 a.m.. 
Meeting Open to the Public. 

THE FOLLOWING ITEM WAS DELETED 
FROM THE AGENDA: 

Advisory Opinion 1992-13: Mr. James M. 
Blaclcbum 

DATE AND TIME: Tuesday, June 9,1992, 
10:00 A.M. 

PLACE: 999 E Street, N.W„ Washington, 
D.C, 

STATUS: This meeting will be closed to 
the public. 

ITEMS TO BE DISCUSSED: 

Compliance matters pursuant to 2 U.S.C. 

S 437g. 

Audits conducted pursuant to 2 U.S.C. S 437g, 
S 438(b). and Title 26. U.S.C. 

Matters concerning participation in civil 
actions or proceedings or arbitration 
Internal personnel rules and procedures or 
matters affecting a particular employee 

DATE AND TIME: Thursday, June 11,1992, 
10:00 a.m. 

place: 999 E Street, N.W., Washington, 
D.C. (Ninth Floor), 

STATUS: This meeting will be open to the 
public, 

ITEMS TO BE DISCUSSED: 

Correction and Approval of Minutes 
Title 26 Certification Matters 
Final Repayment Determination—Kemp for 
President 

Final Repayment Determination—Bush- 
Quayle *88 

Status of Regulations Projects (continued 
from meeting of May 14.1992) 
Administrative Matters 
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PERSON TO CONTACT FOR INFORMATION; 

Mr. Fred Eiland, Press Officer. 
Telephone: (202) 219-4155. 

Delores R. Harris, 

Administrative Assistant 

|FR Doc, 92-13191 Filed 6-2-92:10:52 ami 

BILLING CODE STIS-Cf-li 


POSTAL RATE COMMISSION 

Amended Notice of Meeting ^ 

IBAC 7710-FWl 

**FEOERAL REGISTER* ** CfTATfON Of 
PREVIOUS ANNOUNCEMENr. VoL 57. 
p. 21700, May 21,1992. 

PREVIOUSLY ANNOUNCED TIME AND DATE 
OF THE MEETING: 200 p.DL, |ime a 1092. 

CHANGES IN THE MEETING: 10:00 a.m.. 
June 15.1992. 

CONTACT PERSON FOR MORE 

information: Charles L. Clapp. 
Secretary, Postal Rate Commission. 
Room 300.1333 H Street, NW., 

Washington. DC 20288-0001, Telephone 
(202) 789-6840. 

Charles L. Clapp. 

Secretary, 

|FR Doc, 92-13221 Filed 6-2-92: 8:45 am| 
BILLING CODE r71S-«t-M 









Thursday 
June 4, 1992 


Part II 

Department of 
Health and Human 
Services 

Health Care Financing Administration 

42 CFR Parts 412 and 413 
Medicare Program; Changes to the 
Hospital Inpatient Prospective Payment 
Systems and Fiscal Year 1993 Rates; 
Proposed Rule 
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DEPARTMENT OF HEALTH AND 
HUMAN SERVICES 

Health Care Financing Administration 

42 CFR Parts 412 and 413 

iBPD-756-PJ 

RIN 093e-AF79 

Medicare Program; Changes to the 
Hospital Inpatient Prospective 
Payment Systems and Fiscal Year 
1993 Rates 

agency: Health Care Financing 
Administration (HCFA), HHS. 
action: Proposed rule. 

SUMMARY: We are proposing to revise 
the Medicare hospital inpatient 
prospective payment systems for 
operating costs and capital-related costs 
to implement necessary changes arising 
from our continuing experience with the 
system. In addition, in the addendum to 
this proposed rule, we are describing 
changes in the amounts and factors 
necessary to determine prospective 
payment rates for Medicare hospital 
inpatient services for operating costs 
and capital-related costs. These changes 
would be applicable to discharges 
occurring on or after October 1.1992. 

We are also setting forth proposed rate- 
of-increase limits for hospitals and 
hospital units excluded from the 
prospective payment systems. 

Finally, we are proposing changes and 
clarifications to the criteria and 
procedures concerning the 
reclassification of hospitals by the 
Medicare Geographic Classification 
Review Board. These changes result 
from public comment and our analysis 
of hospital reclassifications for Federal 
fiscal year (FY) 1992. The changes would 
be effective for applications submitted 
by September 30,1992 for geographic 
reclassifications to be implemented on 
October 1 , 1993 (FY 1994h —^ 

OATES: Written comments will wv 
considered if we receive them at tl^ 
appropriate addre^ as provided below, 
no later than 5 p.nL on August 3, t992.\ 
ADDRESSES: Mail ccHi[^ents to the I 
following address: Heakb^Care J 
Financing Administration?Departnt^t 
of Health and Human Services, 
Attention: BPI1-756-P, P.O. Box 26676. 
Baltimore. Maryland 21207. 

If you prefer, you may deliver your 
comments to one of the following 
addresses: Room 309-G. Hubert H. 
Humphrey Building. 200 Independence 
Ave.. SW.. Washington. D.C. 20201. or 
Room 132. East High Rise Building, 6325 
Security Boulevard. Baltimore. 

Marjdand 21207. 


Due to staging and resource 
limitations, we cannot accept audio, 
visual or facsimile (FAX) copies of 
comments. 

If comments concern information 
collection recordkeeping requirements, 
please address a copy of comments to: 
Office of Management and Budget 
Office of Information and Regulatory 
Affairs. Room 3001, New Executive 
O^ice Building, Washington. DC 20503, 
Attention: Allison Herron Eydt. 

In commenting, please refer to file 
code BPI>-756-P. Comments received 
timely will be available for public 
inspection as they are received, 
generally beginning approximately three 
weeks after publication of a document 
in room 309-G of the Department's 
offices at 200 Independence Ave., SW.. 
Washington, DC, on Monday through 
Friday erf each week from 8:30 a.m. to 5 
p.m. (phone: 202-245-7890). 

To obtain data used in deriving the 
standardized amounts and DRG relative 
weights, see section IX.B of the 
preamble. Public Requests for Data. 

Copies: To order copies of the Federal 
Register containing this document send 
your request to: Government Printing 
Office. ATTN: New Order. P.O. Box 
371954. Pitteburgh, PA 15250-7954. 

Specify the date of the issue requested 
and enclose a checlf or money order 
payable to the Superintendent of 
Documents, or enclose your Visa or 
Master Card number and expiration 
date. Credit card orders can also be 
placed by calling the order desk at (202) 
512-2465 or by faxing your request to 
(202) 512-2250. The cost for each copy 
(in paper or microHche form) is $1.50. In 
addition, you may view and photocopy 
the Federal Register document at most 
libraries designated as U.S. Government 
Depository Libraries and at many other 
public and academic libraries 
throughout the country that receive the 
Federal Register. Ask the order desk 
operator for the location of the U,S. 
Government Depository Library nearest 
to you. 

FOR FURTHER INFORMATION CONTACT: 
Barbara Wynn. (410) 966-4529. 
SUPPLEMENTARY INFORMATION: 

L Background 
A. Summary 

Under section 1886(d) of the Social 
Security Act (the Act), a system of 
payment for the operating costs of acute 
hospital inpatient stays under Medicare 
Part A (Hospital Insurance) based on 
prospectively-set rates was established 
effective with hospital cost reporting 
periods beginning on or after October 1. 
1983. Under this system. Medicare 
payment for hospital inpatient operating 


costs is made at a predetermined, 
specific rate for each hospital discharge. 
Ail discharges are classified according 
to a list of ^agnosis-related groups 
(DRGs). The regulations governing the 
hospital inpatient prospective payment 
system are located in 42 CFR part 412. 
On August 30.1991, we published a final 
rule (56 FR 43196) to implement changes 
to the prospective payment system for 
hospital operating costs for Federal 
fiscal year (FY) 1992. 

For cost reporting periods beginning 
before October 1.1991, hospital 
inpatient operating costs were the only 
costs covered under the prospective 
payment system. Payment for capital- 
related costs had been made on a 
reasonable cost basis because, under 
sections 1886(a)(4) and (d)(1)(A) of the 
Act. those costs had been specifically 
excluded from the definition of inpatient 
operating costs. However, section 
4006(b) of the Omnibus Budget 
Reconciliation Act of 1987 (Pub. L100- 
203) revised section 1886(g)(1) of the Act 
to require that, for hospitals paid under 
the prospective payment system for 
operating costs, capital-related costs 
would also be paid under a prospective 
payment system effective with cost 
reporting periods beginning on or after 
October 1.1991. 

Therefore, on August 30,1991. we 
published an additional final rule (56 FR 
43358) in which we revised the Medicare 
payment methodology for inpatient 
capital-related costs for hospitals paid 
under the prospective payment system 
for operating costs. As required by 
section 1886(g) of the Act. we replaced 
the reasonable cost-based payment 
methodology with a prospective 
payment methodology for hospital 
inpatient capital-related costs. Under 
the new methodology, effective for cost 
reporting periods beginning on or after 
October 1,1991, a predetermined 
payment amount per discharge is made 
for Medicare inpatient capital-related 
costs. 

We established the standard Federal 
rate for FY 1992 using the FY 1989 
Medicare inpatient capital cost per 
discharge updated to FY 1992 by the 
estimated increase in Medicare capital 
costs per discharge. In addition, we 
established a 10-year transition period 
for hospitals to be paid for their capital- 
related costs under one of two different 
payment methods. Generally, hospitals 
with a hospital-specific rate below the 
Federal rate are paid based on a fully 
prospective payment methodology. 
Hospitals with a hospital-specific rate at 
or above the Federal rate are paid based 
on a hold-harmless method or 100 
percent of the Federal rate, whichever 
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results in a higher payment. Beginning 
with hospital cost reporting periods 
beginning on or after October 1, 2001. all 
hospitals are paid the Federal rate 
except for certain new hospitals that 
have not completed their transition 
period. (See the August 30.1991 final 
rule (56 FR 43358) for a complete 
discussion of the prospective payment 
system for hospital inpatient capital- 
related costs.) 

Hospitals and hospital distinct-part 
units that are excluded from the 
prospective payment system under the 
regulations at part 412. subpart B 
continue to be paid for capital-related 
costs on a reasonable cost basis under 
the provisions of part 413, subpart G. 
Also, rural primary care hospitals are 
not currently subject to prospective 
payment rules as provided under section 
1814(1) of the Act and the last sentence 
of section 1861(e) of the Act. 

B, Major Contents of this Proposed Rule 

In this proposed rule, we are setting 
forth proposed changes to the Medicare 
hospital inpatient prospective payment 
systems for both operating costs and 
capital-related costs. This proposed rule 
would be effective for discharges 
occurring on or after October 1.1992. 
Following is a summary of the major 
changes that we are proposing to make: 

1. Changes to the DRG Classification 
and Weighting Factors 

As required by section 1886(d)(4)(C) of 
the Act, we must adjust the DRG 
classifications and weighting factors at 
least annually. Our proposed changes 
for FY1993 are set forth in section II of 
this preamble. 

2. Changes to the Hospital Wage Index 

In section 111 of this preamble, we 
discuss revisions to the wage index and, 
in particular, the revisions necessary 
because of hospital geographic 
reclassifications. 

3. Changes Concerning Reclassifications 
by the Medicare Geographic 
Classification Review Board 

In section IV of this preamble, we 
discuss the critena and procedures for 
hospital reclassifications by the 
Medicare Geographic Classification 
Review Board and set forth proposed 
changes concerning the following: 

• General guidelines— 
reclassifications for individual hospitals 
—Reclassification to a single geographic 
area. 

—Individual urban hospital 
reclassification to a rural area. 
—Special access rule for rural referral 
center and sole community hospitals 
seeking reclassification. 


—Guidelines for a hospital requesting 
reclassification for wage index 
purposes. 

—Application of numeric standards^. 

• Implementation of FY 1994 hospital 
reclassifications. 

—Appropriate wage data. 

—Revised labor market areas. 

• Administrative and procedural 
guidelines. 

—Withdrawing an application. 

—Reopenings. 

4. Other Changes to the Prospective 
Payment System for Inpatient Operating 
Costs 

In section V of this preamble, we 
discuss several provisions of the 
regulations in 42 CFR parts 412 and 413 
and set forth certain proposed changes 
concerning the following: 

• Outlier payments. 

• Rural referral center criteria. 

• Direct graduate medical education 
payments. 

6. Changes to Capital Prospective 
Payment System Rules 

In section VI of this preamble, we 
discuss several provisions of the 
regulations at 42 CFR part 412, subpart 
M, and set forth certain proposed 
changes concerning the following: 

• Payments to new hospitals. 

• Portion of hospital assets put in 
patient care service after December 31. 
1990. 

• Treatment of old capital costs when 
hospitals are leased after December 31, 
199a 

• Obligated capital costs. 

• Adjusting the hospital-specific 
rale—transfer-adjusted discharge and 
case-mix index for subsequent base 
periods. 

• Redetermination of the hospital- 
specific rate. 

• Effect of hospital mergers, 
consolidations or dissolution on the 
hospital-specific rate. 

• Extraordinary circumstances 
exceptions payments. 

• Minor technical corrections. 

6. Changes for Hospitals Excluded from 
the Prospective Payment System 

In section VII of this preamble, we 
discuss changes to the regulations at 42 
CFR parts 412 and 413 for hospitals and 
units excluded under the prospective 
payment system. The proposed changes 
concern the following: 

• Provisionally exduded hospitals 
and units. 

• Definition of discharge for purposes 
of applying the rate-of-increase limits 
applicable to excluded hospitals and 
distinct part units. 


• New hospital exemption applicable 
to excluded hospitals. 

• Adjustments under the rate-of- 
increase ceiling. 

7. Determining Prospective Payment 
Rates and Rate-of-lncrease Limits 

In the addendum to this proposed rule, 
we set forth proposed changes to the 
amounts and factors for determining the 
FY 1993 prospective payment rates for 
operating costs and capital-related 
costs. We are also proposing new target 
rate percentages for determining the 
rate-of-increase limits for cost reporting 
periods beginning in FY 1993 for 
hospitals and hospital units excluded 
from the prospective payment system. 

8. Impact Analysis 

In appendix A, we set forth an 
analysis of the impact that the proposed 
changes described in this rule would 
have on affected entities. 

9. Capital Acquisition Model 

Appendix B contains the technical 
appendix on the proposed FY 1993 
capital acquisition model and budget 
neutrality adjustment. 

10. Report to Congress on the Update 
Factor 

Section 1886 (e)(3)(B) of the Act 
requires that the ^cretary report to 
Congress no later than March 1,1992 on 
our initial estimate of an update factor 
for FY 1993 for both prospective 
payment hospitals and hospitals 
excluded from the prospective payment 
system. This report is included as 
appendix C to this proposed rule. 

11. Proposed Recommendation of 
Update Factor 

As required by sections 18d6(e)(4) and 
(e)(5) of the Act. appendix D provides 
our recommendation of the appropriate 
percentage change for FY 1993 for the 
following: 

• Large urban, other urban, and rural 
average standardized amounts (and 
hospital-specific rates applicable to sole 
community hospitals) for hospital 
inpatient services paid for under the 
prospective payment system for 
operating costs. 

• Target rate-of-increase limits to the 
allowable operating costs of hospital 
inpatient services furnished by hospitals 
and hospital units excluded from the 
prospective payment system. 

12. Discussion of Prospective Payment 
Assessment Commission 
Recommends tions 

The Prospective Payment Assessment 
Commission (ProPAC) is directed by the 
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provisions of sections 1686(e)(2) (A) of 
the Act to make recommendations on 
the appropriate percentage change 
factor to be used in updating the 
average stahdardized amounts 
beginning with FY 1966 and thereafter. 

In addition, section lC^e)(2)(B) of the 
Act, as added by section 4002(g) of the 
Omnibus Budget Reconciliation Act of 
1990 (Pub. L. 101-508), directs ProPAC to 
make recommendations regarding 
changes in each of the Medicare 
payment policies under which payments 
to an institution are prospectively 
determined. In particular, the 
recommendations relating to the 
hospital inpatient prospective payment 
systems are to include recommendations 
concerning the number of DRGs used to 
classify patients, adjustments to the 
DRGs to reflect severity of illness, and 
changes in the methods under which 
hospitals are paid for capital-related 
costs. As set forth in section 
1886(e)(3)(A) of the Act. the 
recommendations required of ProPAC 
under sections 1886(e)(2)(A) and (B) of 
the Act are to be reported to Congress 
not later than March 1 of each year. 

We are printing ProPAC’s March 1, 
1992 report which includes its 
recommendations, as appendix E of this 
document. The recommendations, and 
the actions we are proposing to take 
with regard to them (when an action is 
recommended), are discussed in detail 
in the appropriate sections of this 
preamble, the addendum, or the 
appendixes of this proposed rule. Those 
recommendations that are not 
specifically relevant to matters 
presented below are discussed in 
section VIII of this preamble. For a brief 
summary of the ProPAC 
recommendations, we refer the reader to 
pages 5 through 12 of the ProPAC report 
as set forth in appendix E of this 
proposed rule. ^oPAC also produced 
technical appendixes in its March 1. 

1992 report that provide background 
material and detailed analyses used in 
preparation of the ProPAC 
recommendations. For further 
information relating specifically to the 
ProPAC report or to obtain a copy of the 
technical appendixes, contact ProPAC 
at (202) 401-8986. 

II. Proposed Changes to DRG 
ClassificatioDS and Weighting Factors 

A. Background 

Under the prospective payment 
system, we pay for inpatient hospital 
services on the basis of a rate per 
discharge that varies by the DRG to 
which a beneficiary’s stay is assigned. 
The formula used to calculate payment 
for a specific case takes an individual 


hospital's payment rate per case and 
multiplies it by the weight of the DRG to 
which the case is assigned. Each DRG 
weight represents the average resources 
required to care for cases in that 
particular DRG relative to the average 
resources used to treat cases in other 
DRGs. 

Congress recognized that it would be 
necessary to recalculate the DRG 
relative weights periodically to account 
for changes in resource consumption. 
Accordingly, section 1886(d)(4)(C) of the 
Act requires that the Secretary adjust 
the DRG classifications and weighting 
factors annually. These adjustments are 
made to reflect changes in treatment 
patterns, technology, and any other 
factors that may change the relative use 
of hospital resources. The proposed 
changes to the DRG classification 
system and the proposed recalibration 
of the DRG weights for discharges 
occurring on or after October 1.1992 are 
discussed below. 

B, DRG Reclassification 

1. General 

Cases are classified into DRGs for 
payment under the prospective payment 
system based on the principal diagnosis, 
up to eight additional diagnoses, and up 
to six procedures performed during the 
stay, as well as age. sex, and discharge 
status of the patient.^ The diagnosis and 
procedure information is reported by the 
hospital using codes from the 
International Classification of Diseases. 
Ninth Edition. Clinical Modification 
(ICD-9-CM). The intermediary enters 
the information into its claims system 
and subjects it to a series of automated 
screens called the Medicare Code Editor 
(MCE). These screens are designed to 
identify cases that require further 
review before classification into a DRG 
can be accomplished. 

After screening through the MCE and 
any further development of the claims, 
cases are classified by the GROUPER 
software program into the appropriate 
DRG. The GROUPER program was 
developed as a means of classifying 
each case into a DRG on the basis of the 
diagnosis and procedure codes and 
demographic information (that is, sex. 
age. and discharge status). It is used 
both to classify past cases in order to 
measure relative hospital resource 
consumption to establish the DRG 
weights and to classify current cases for 
purposes of determining payment. 


‘ Effeclive with discharges occurring on or after 
October 1.1991. we allowed an expansion of the 
number of reported diagnosis and procedure codes 
from 5 to 9 and from 3 to 6, respectively. Hospitals 
are required to code at the new level effective with 
discharges occurring on or after April 1.1992. 


Currently, cases are assigned to one 
of 489 DRGs in 25 major diagnostic 
categories (MDCs). Most MDCs are 
based on a particular organ system of 
the body (for example, MDC 6, Diseases 
and Disorders of the Digestive System); 
however, some MDCs are not 
constructed on this basis since they 
involve multiple organ systems (for 
example. MDC 22. Bums). 

In general, principal diagnosis 
determines MDC assignment. However, 
there are four DRGs to which cases are 
assigned on the basis of procedure 
codes rather than first assigning them to 
an MDC based on the principal 
diagnosis. These are the DRGs for liver 
and bone marrow transplant (DRGs 480 
and 481. respectively) and the two DRGs 
for tracheostomies (DRGs 482 and 483). 
Cases are assigned to these DRGs 
before classification to an MDC. 

Within most MDCs, cases are then 
divided into surgical DRGs (based on a 
surgical hierarchy that orders individual 
procedures or groups of procedures by 
resource intensity) and medical DRGs. 
Medical DRGs generally are 
differentiated on the basis of diagnosis 
and age. Some surgical and medical 
DRGs are further differentiated based 
on the presence or absence of 
complications or comorbidities 
(hereafter CC). 

Generally, GROUPER does not 
consider other procedures; that is. 
nonsurgical procedures or minor surgical 
procedures generally not performed in 
an operating room are not listed as 
operating room (OR) procedures in the 
GROUPER decision tables. However, 
there are a few non-OR procedures that 
do affect DRG assignment for certain 
principal diagnoses, such as 
extracorporeal shock wave lithotripsy 
for patients with a principal diagnosis of 
urinary stones. 

The changes we are proposing to 
make to the DRG classification system 
for FY 1993 are set forth below. 

2. Reassignment of Certain Endoscopic 
Procedures (DRGs 76 and 77) 

Currently, the only endoscopic 
procedure performed on the respiratory 
system that is considered an OR 
procedure is procedure code 33.27 
(Closed endoscopic biopsy of lung). This 
procedure code is assigned to DRG 76 or 
77 (Other Respiratory System OR 
Procedures) * if the patient's principal 


* A lingle title combined with two DRG number* 
it used to signify pairs. Generally, the first DRG is 
for cases with CX and the second is for cases 
without CC. If a third number is included, it 
represents cases of patients who are age 0-17. 
Occasionally, a pair of DRG* are split on age > 17 
and age 0-17. 
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diagnosis is classified in MDC 4 
(Diseases and Disorders of the 
Respiratory System]. If procedure code 
33.27 is performed in connection %vith a 
principal diagnosis assigned to another 
MDC, and no other pitx^ure related to 
that diagnosis is performed, the case is 
assigned to DRG 468 (Extensive OR 
Procedure Unrelated to Principal 
Diagnosis). 

Based on inquiries bom the industry 
as well as our own concerns, we have 
reviewed the appropriate assignment of 
two other respiratory system endoscopic 
procedures: ^doscopic excision or 
destruction of lesion or tissue of lung 
(procedure code 32.28] and Closed 
[endoscopic] biopsy of bronchus 
(procedure code 33.24]. Currently, 
performance of these non-OR 
procedures affects DRG assignment only 
in MDC 17 (Myeloproliferative Diseases 
and Disorders and Poorly Differentiated 
Neoplasms]. For principal diagnoses 
that are assigned to that MDC, the 
performance of procedure codes 32.28 or 

33.24 results in assignment to medical 
DRG 412 (History of Malignancy with 
Endoscopy]. The preliminary 
information we received was that 
procedure codes 32.28 and 3324 should 
be considered OR procedures and be 
assigned to MDC 4 because they are 
similar to procedure code 33.27 in terms 
of resource use and complexity. 

Our analysis of the FY1993 Medicare 
provider analysis and review file 
(MEDPAR] data demonstrated that, in 
the medical DRGs in MDC 4. the cases 
in which either procedure code 3228 or 

33.24 was performed had, on average, 
higher charges and lengths of stay than 
did the other cases assigned to these 
DRGs. This was particularly true for 
cases that included a CC. A comparison 
of the average charge and length of stay 
of medical cases with codes 32.28 and 

33.24 with the average charge and length 
of stay of cases in DRGs 76 and 77 with 
procedure code 33.27 demonstrates that 
these cases are very similar in terms of 
resource use. 

Based on these findings, we are 
proposing that endoscopic procedure 
codes 32.28 and 33.24 be designated as 
OR procedures and assigned to DRGs 76 
and 77 in MDC 4. Because of this new 
designation, these procedures would be 
removed from medical DRG 412 in MDC 
17. If procedure code 3228 or 3324 
appears on a claim with a principal 
dia^osis in MDC 17, it would be 
assigned to surgical DRG 408 
(Myeloproliferative Disorders or Poorly 
Differentiated Neoplasms with Other 
O.R. Procedure] as is procedure code 
33.27. 

In addition, based on our analysis of 
average charges, we are proposing that 


procedure codes 32.28 and 33.24 be 
assigned to DRG 477 (Nonextensive OR 
Procedure Unrelat^ to Principal 
Diagnosis] when they are unrelated to 
the principal diagnosis and no OR 
procedure related to the principal 
diagnosis is performed. We note that 
procedure code 3327 is assigned to DRG 
468 (Extensive OR Procedure Unrelated 
to P^cipal Diagnosis]. 

3. Automatic Implantable Cardioverter 
Defibrillator (AlCD) Procedures (DRG 
120 ] 

For several years, we have received a 
great deal of correspondence concerning 
the appropriate DRG assignment of 
certain procedures involving automatic 
implantable cardioverter defibrillators 
(AlCDs). Currently, when a patient 
whose principal diagnosis is classified 
to MDC 5 (Diseases and Disorders of the 
Circulatory System] receives a total 
AlCD system implant or replacement 
(procedure code 37.94], the case is 
assigned to DRG 104 or 105 (Cardiac 
Valve Procedures with or without 
Cardiac Catheterization]. 

However, if a procedure is performed 
that involves the implantation or 
replacement of only part of the AlCD 
system (that is, replacement or implant 
of either the leads or pulse generator 
only), the case is assigned to DRG 120 
(Other Circulatory System OR 
Procedures). The related procedure 
codes are the following: 37.95 
(Implantation of automatic cardioverter/ 
defibrillator lead(s] only], 37.96 
(Implantation of automatic cardioverter/ 
defibillator pulse generator only], 37.97 
(Replacement of cardioverter/ 
defibrillator lead(8] only), and 37.98 
(Replacement of automatic 
cardioverter/defibrillator pulse 
generator only). We note that if a case is 
coded with a pair of codes that indicates 
total implant (37.95 and 37.96] or total 
replacement (37.97 and 37.98], it groups 
to DRG 104 or 105. 

The correspondence we have received 
has generally recommended that cases 
in which only part of an AlCD system is 
implanted or replaced be reassigned 
from DRG 120 to a DRG that more 
accurately reOects the resources 
incurred in performing the procedure, 
preferably a DRG with a higher weight 
than that of DRG 120. This 
recommendation has been based on 
various studies commissioned by the 
manufacturer of the AlCD device. These 
studies have concluded that the average 
standardized charges for implant or 
replacement of AlCD leads or pulse 
generator only have been consistently 
understated in the MEDPAR file. For a 
detailed discussion of the previous 
years' comments and our responses on 


this subiect, see the final rules dated 
September 1.1989 (54 FR 36465), 
September 4.1990 (55 FR 36023), and 
August 30,1991 (56 FR 43216). 

In the August 30.1991 final rule, we 
described the various measures wp had 
taken in an attempt to improve the 
MEDPAR charge and coding data on 
AlCD devices. We furnished information 
given to us by commenters about 
potential improper coding and billing to 
the Peer Review Organizations (PROs) 
for their review. In addition, we sent an 
instruction to our fiscal intermediaries 
(Transmittal Na 1525, May 1991] to 
return to the hospital for review any 
inpatient claim with procedure code 
37.94. 37.95, 37.96, 37.97. or 37.98 for 
which total charges are less than 
$17,000. (The manufacturer claimed that 
the device alone costs $13,500 and the 
additional $3,500 represents the average 
cost of a 4-day length of stay.) We also 
instructed the carriers to deny charges 
under Medicare Part 8 for any 
defibrillator implant furnished in 
support of surgery during an inpatient 
hospital stay (Transmittal No. 1393, May 
1991). These charges are to be included 
on the inpatient bill and not billed 
separately. In the August 30.1991 final 
rule, we stated that these changes 
should improve the AlCD data in the FY 
1991 MEDPAR file, and we would 
review those cases as a part of our FY 
1993 DRG analysis (56 FR 43217). 

Our analysis of the AlCD cases in the 
FY 1991 MEDPAR data was based on 
958 cases assigned to DRG 120 and 273 
cases that were assigned to DRG 112 
(Percutaneous Cardiovascular 
Procedures). (Cases that involve the 
implant or replacement of AlCD lead or 
generator only group to DRG 112 when 
electrophysiologic (EP) studies 
(procedure code 37.26] are also 
performed.) Based on these cases, we 
found that the cases with AlCD 
procedures that were classiHed in DRG 
120 in FY 1991 had an average 
standardized charge of $19,380. The 
cases that grouped to DRG 112 had an 
average standardized charge of $32,626. 
Thus, the overall average standardized 
charge for these cases was $22,317. 

Since the average standardized charge 
for all cases in DRGs 112 and 120 in FY 
1991 was only approximately $14,000, 
we believe it is appropriate to propose a 
change in the classification of the AlCD 
cases effective for FY 1993. Because it is 
generally not our policy to create single 
procedure DRGs, we are proposing to 
reassign AlCD cases to an existing DRG. 
However, the current clinical 
composition and weights of the surgical 
DRGs in MDC 5 do not offer a perfect 
match for reclassification of the AlCD 
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cases. After reviewing the current DRGs 
in terms of clinical coherence and 
similar resource use, we are proposing 
to reassign procedure codes 37.95. 37.96, 
37.97, and 37.98, when they do not occur 
as pairs, to DRG116 (Permanent 
Cardiac Implant without AMI. Heart 
Failure, or Shock). The average 
standardized charge of $17,214 for DRG 
116 is higher than that of both DRGs 112 
and 120 and, from a clinical perspective, 
we believe that the surgical implant of 
an AICD device is similar to a 
pacemaker implant. We considered 
assigning these cases to both DRGs 115 
(Permanent Cardiac Pacemaker Implant 
with AMI. Heart Failure or Shock) and 
116, so that AICD implants would be 
assigned in the same way permanent 
cardiac pacemakers are (that is. 
depending on principal diagnosis). 
However, our review of cases in which 
an AICD device is replaced or implanted 
showed no cases in which AMI, heart 
failure, or shock is a principal diagnosis. 
Therefore, in any case, all the AICD 
cases would group to DRG 116. 

We believe that the reassignment to 
DRG 116 would help improve the 
payment for the AICD cases and would 
not disrupt the current MDC 5 surgical 
classification. Since DRG 116 is higher 
in the surgical hierarchy than DRG 112, 
the AICD cases that currently group to 
DRG 112 would also be reassigned to 
DRG 116. The new title of DRG 116 
would be “Other Permanent Cardiac 
Pacemaker Implant or AICD Lead or 
Generator Procedure.” 

4. Major Joint and Limb Reattachment 
Procedures of Lower Extremity (DRG 
209) 

As a part of the DRG changes set forth 
in the August 30.1991 final rule, we 
revised the classiHcation of cases 
assigned to DRG 209. Before October 1, 
1991, DRG 209 was titled: “Major Joint 
and Limb Reattachment Procedures”, 
and procedures of both the upper and 
lower extremity were assigned that 
DRG. Effective with discharges 
occurring on or after October 1,1991, 
former DRG 209 was split into two 
DRGs: DRG 209 (Major Joint and Limb 
Reattachment Procedures of Lower 
Extremity) and DRG 491 (Major Joint 
and Limb Reattachment ^ocedures of 
Upper Extremity). (See 56 FR 43205.) 

In the August 30.1991 final rule, in 
response to a comment we received on 
the DRG 209 change, we stated that we 
would anal^'ze the appropriate 
assignment of major limb reattachment 
procedures as part of our analysis of 
potential FY1993 changes. The 
commenter suggested that major limb 
reattachment procedures be separated 
and assigned to a new DRG. The 


commenter believes that these 
procedures are clinically different from 
and incur higher costs than major joint 
replacement procedures. The commenter 
also stated that limb reattachments are 
comparatively rare and are usually 
performed as emergency procedures 
rather than on an elective basis, as are 
major joint replacements. 

We analyzed the FY 1991 MEDPAR 
data for limb reattachment cases and 
found that there were no major limb 
reattachment cases in the 10 percent 
sample of all Medicare cases that we 
use for analyzing possible classification 
changes. That is. in the 10 percent 
sample, there were no cases of limb 
reattachments (of either upper or lower 
extremities) found in any DRG, 
including DRG 209 and DRG 485 (Limb 
Reattachment, Hip and Femur 
Procedures for Multiple Significant 
Trauma). While these limb reattachment 
cases may be different clinically and in 
terms of resource consumption from the 
major joint replacement cases in DRG 
209 and from the other cases in DRG 
465, these cases appear to be especially 
rare in the Medicare population. Based 
on the lack of supporting data and the 
fact that few reattachment procedures 
are performed, we are not proposing any 
changes to the DRG assignment of major 
limb reattachment cases. 

5. Alcohol/Drug Use and Alcohol/Drug 
Induced Organic Mental Disorders 
(MDC 20) 

In response to concerns that the 
alcohol/drug DRGs needed further 
refinement, alcohol/drug treatment 
hospitals and distinct part hospital units 
were excluded from the prospective 
payment system soon after its 
implementation. This exclusion was 
temporary until an adjustment to the 
DRG classification system would permit 
prospective payment to be made 
appropriately for alcohol and drug 
treatment services. 

In 1986, in order to address previous 
data deficiencies and to ensure the most 
accurate analysis possible, a 
representative sampling of FY 1984 MDC 
20 cases was analyzed using data 
abstracted from medical records. This 
study indicated that the use of CCs 
explained significant differences in 
resource use and improved overall 
homogeneity in the alcohol and drug 
DRG classification, particularly in DRGs 
434 and 435. In addition, the effects of 
CCs explained more of the variation in 
resource utilization than did other 
variables studied, including the 
presence or absence of surgery. 
Therefore, the DRGs were restructured 
as follows; 


DRG 433_Alcohol/drug abuse or depend¬ 

ence. left against medical 
advice. 

DRG 434....... Alcohol/drug abuse or depend¬ 
ence. detoxification or other 
symptomatic treatment, with 
CC. 

DRG 435....... Alcohol/drug abuse or depend¬ 
ence. detoxification or other 
symptomatic treatment, 
without CC. 

DRG 436....... Alcohol/drug dependence with 

rehabilitation therapy. 

DRG 437....... Alcohol/drug dependence. 

combined rehabilitation and 
detoxification therapy. 


Based on this study, the exclusion of 
alcohol/drug treatment hospital and 
units from the prospective payment 
system was eliminated, and these 
hospitals and units were brought under 
the prospective payment system 
effective October 1.1987 (FY 1988). (For 
a detailed discussion of this change, see 
the June 10,1987 proposed rule (52 FR 
22081), the September 1.1987 final rule 
(52 FR 33036), and the September 1.1987 
final notice on DRG classification 
changes (52 FR 33143).) 

Since that time, we have received 
inquires about the absence of any 
surgical partitioning in MDC 20. In 
particular, comments we received in 
response to the June 3.1991 proposed 
rule were concerned that the 
performance of a surgical procedure on 
patients admitted for treatment for 
alcohol/drug related conditions that 
classify to MDC 20 had no influence on 
the DRG assignment. In the August 30. 
1991 final rule, in response to these 
comments, we stated our intention to 
examine this issue as a part of our 
analysis of potential FY 1993 DRG 
classification changes (56 FR 43203.). 

Our analysis of the IT 1991 MEDPAR 
data has revealed that the procedures 
reported for MDC 20 discharges were 
almost entirely therapeutic or diagnostic 
in nature. Only 1.5 percent of all 
procedures reported were operating 
room (OR) procedures. Since more than 
one OR procedure was often performed 
for a particular hospital stay, the total 
number of cases in MDC 20 that would 
result in a surgical DRG assignment is 
under 1 percent. We do not believe that 
this is a sufficient number of cases to 
create a surgical DRG in MDC 20. In 
addition, none of these OR procedures 
could be said to be related to the 
principal diagnosis that classified the 
case to MDC 20. 

However, a review of the average 
charges for the surgical cases shows 
that these cases tend to be much more 
expensive than the medical cases that 
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group to that MDC. In fact the average 
charge for a case with an OR procedure 
more closely resembles the average 
charge of those cases classified to DRGs 
468 (Extensive OR Procedure Um^lated 
to Principal Diagnosis). 476 (Prostatic 
OR Procedure Unrelated to Principal 
Diagnosis), and 477 (Nonextensive OR 
Procedure Unrelated to Principal 
Diagnosis), depending on the assignment 
procedure. Therefore, to ensure 
equitable payment and to accommodate 
surgeries performed during alcohol/drug 
admissions, we are proposing that all 
cases classified in MDC 20 for which an 
OR procedure is performed would be 
assigned to DRG 468, 476, or 477 as 
appropriate, effective with discharges 
on or after October 1,1992. DRGs 433 
through 437 will otherwise remain as 
currently structured. 

6. Surgical Hierarchies 

Some inpatient stays entail multiple 
surgical procedures, each one of which, 
occurring by itself, could result in 
assignment of the case to a di^erent 
DRG within the MDC to which the 
principal diagnosis is assigned. It is, 
therefore, necessary to have a decision 
rule by which these cases are assigned 
to a single DRG. The surgical hierarchy, 
an ordering of surgical classes from 
most to least resource intensive, 
performs that function. Its application 
ensures that cases involving multiple 
surgical procedures are assigned to the 
DRG associated with the most resource¬ 
intensive surgical class. 

Because the relative resource 
Intensity of surgical classes can shift as 
a function of DRG reclassification and 
recalibratipn, we reviewed the surgical 
hierarchy of each MDC, as we have for 
previous reclassifications, to determine 
if the ordering of classes coincided with 
the intensity of resource utilization, as 
measured by the same billing data used 
to compute the DRG relative weights. 

A surgical class can be composed of a 
one or more DRGs. For example, in 
MDC 5. the surgical class **heart 
transplant" consists of a single DRG 
(DRG 103) and the class "coronary 
bypass" consists of two DRGs (DRGs 
106 and 107). Consequently, in many 
cases, the surgical hierarchy has an 
impact on more than one DRG. The 
methodology for determining the most 
resource-intensive surgical class, 
therefore, involves weighting each DRG 
for frequency to determine the average 
resources for each surgical class. For 
example, assume surgical class A 
includes DRGs 1 and 2 and surgical 
class B includes DRGs 3. 4. and 5, and 
that the average charge of DRG 1 is 
higher than that of DRG 3. but the 
average charges of DRGs 4 and 5 are 


higher than the average charge of DRG 
2. To determine whether surgical class A 
should be higher or lower than surgical 
class B in the surgical hierarchy, we 
would weight the average charge of 
each DRG by frequency (that is. by the 
number of cases in the DRG) to 
determine average resource 
consumption for the surgical class. The 
surgical classes would then be ordered 
from the class with the highest average 
resource utilization to that with the 
lowest, with the exception of "other OR 
procedures" as discussed below. 

This methodology may occasionally 
result in a case involving multiple 
procedures being assigned to the lower- 
weighted DRG (in the highest, most 
resource-intensive surgical class) of the 
available alternatives. However, given 
that the logic underlying the surgical 
hierarchy provides that the GROUPER 
searches for the procedure in the most 
resource-intensive surgical class, which 
may sometimes occur in cases involving 
multiple procedures, this result is 
unavoidable. 

We would like to point out, 
notwithstanding the foregoing 
discussion, that there are a few 
instances where a surgical class with a 
lower average relative weight is ordered 
above a surgical class with a higher 
average relative weight. For example, 
the "other OR procedures" surgical class 
is uniformly ordered last in the surgical 
hierarchy of each MDC in which it 
occurs regardless of the fact that the 
weighting factor for the DRG or DRGs in 
that surgical class may be higher than 
that for other surgical classes in the 
MDC. The "other OR procedures" class 
is a group of procedures that are least 
likely to be related to the diagnoses in 
the MDC but are occasionally performed 
on patients with these diagnoses. 
Therefore, these procedures should only 
be considered if no other procedure 
more closely related to the diagnoses in 
the MDC has been performed. 

A second example occurs when the 
difference between the average weights 
for two surgical classes is very small. 

We have found that small differences 
generally do not warrant reordering of 
the hierarchy since, by virtue of the 
hierarchy change, the weighting factors 
are likely to shift such that the higher- 
ordered surgical class has a lower 
average weight than the class ordered 
below it. 

Based on the preliminary recalibration 
of the DRGs, we are proposing to modify 
the surgical hierarchy as set forth below. 
As we stated in the September 1.1989 
final rule (54 FR 36457), we are unable to 
test the effects of the proposed revisions 
to the surgical hierarchy and to reflect 


these changes in the proposed relative 
weights due to the unavailability of 
revised GROUPER software at the time 
this proposed rule is prepared. Rather, 
we simulate most major classification 
changes to approximate the placement 
of cases under the proposed 
reclassification and then determine the 
average charge for each DRG. These 
average charges then serve as our best 
estimate of relative resource use for 
each surgical class. We test the 
proposed surgical hierarchy changes 
after the revised GROUPER is received 
and reflect the final changes in the DPG 
relative weights in the final rule. 

Further, as discussed below in section 
II.C of this preamble, we anticipate that 
the final recalibrated weights will be 
somewhat different from those proposed 
since they will be based on more 
complete data. Consequently, further 
revision of the hierarchy, using the 
above principles, may necessary in 
the final rule. 

At this time, we would revise the 
surgical hierarchy for MDGs 3, 5, 8. and 
12 and the pre-MDC DRGs. 

• In the pre-MDC DRGs, we propose 
to reorder Tracheostomy Except for 
Mouth. Larynx, or Pharynx Disorder 
(DRG 483) above Bone Marrow 
Transplant (DRG 481). 

• In MDC 3. we propose to reorder 
Myringotomy with Tube Insertion 
(DRGs 61 and 62) above Cleft Lip and 
Palate Repair (DRG 52) and reorder 
Sinus and Mastoid Procedures (DRGs 53 
and 54) above Sialoadenectomy (DRG 
50). 

• In MDC 5, we propose to reorder 
Amputation for Circulatory System 
Disorders Except Upper Limb and Toe 
(DRG 113) above Permanent Cardiac 
Pacemaker Implant or AICD Lead or 
Generator Procedure (DRGs 115 and 
116) and to reorder Upper Limb and Toe 
Amputation for Circulatory System 
Disorders (DRG 114) above Cardiac 
Pacemaker (DRGs 117 and 118). 

• In MDC 8, we propose to reorder 
Foot Procedures (DRG 225) above Major 
Shoulder/Elbow Procedures or Other 
Upper Extremity Procedures with CC 
(DRG 223). 

• In MDC 12, we propose to reorder 
Testes Procedures (DRGs 338, 339, and 
340) above Transurethral Prostatectomy 
(DRGs 336 and 337). 

7. Refinement of Complications and 
Comorbidities List 

There is a standard list of diagnoses 
that are considered complications or 
CQmorbidities (CCs). This list was 
developed by physician panels to 
include those diagnoses that, when 
present as a secondary condition, would 
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be considered a substantial 
complication or comorbidity. In 
preparing the original CC list, a 
substantial CC was defined as a 
condition that, because of its presence 
with a specific principal diagnosis, 
would increase the length of stay by at 
least one day for at least 75 percent of 
the patients. 

In previous years, we have made 
changes to the standard list of CCs. 
either the addition of new CCs or the 
deletion of CCs already on the list For 
FY 1993, we are not proposing to make 
any changes to the ciurent CC list. 

In the September 1.1987 final notice 
concerning changes to the DRG 
classification system (52 FR 33143), we 
modiHed the CROUPl^ logic so that 
certain diagnoses included on the 
standard list of CCs would not be 
considered a valid CC in combination 
with a particular principal diagnosis. 
Thus, we created the CC Exclusions List 
We made these changes to preclude 
coding of closely related conditions, to 
preclude duplicative coding or 
inconsistent coding from being treated 
as CCs. and to ensure that cases are 
appropriately classified between the 
complicated and uncomplicated DRGs 
in a pair. 

In the May 19.1987 proposed notice 
concerning changes to the DRG 
classification system (52 FR 18877). we 
explained that the excluded secondary 
diagnoses were established using the 
following five principles: 

• Chronic and acute manifestations of 
the same condition should not be 
considered CCs for one another (as 
subsequently corrected in the September 
1.1987 final notice (52 FR 33154)). 

• Specific and nonspecific (that is, not 
otherwise specified (NOS)) diagnosis 
codes for a condition should not be 
considered CCs for one another. 

• Conditions that may not co-exist, 
such as partial/total, unilateral/ 
bilateral, obstructed/unobstructed, and 
benign/malignant, should not be 
considered CCs for one another. 

• The same condition in anatomically 
proximal sites should not be considered 
CCs for one another. 

• Closely related conditions should 
not be considered CCs for one another. 

The creation of the CC Exclusions List 
was a major project involving hundreds 
of codes. The FY 1988 revisions were 
intended to be only a first step toward 
refinement of the CC list in that the 
criteria used for eliminating certain 
diagnoses from consideration as CCs 
were intended to identify only the most 
obvious diagnoses that should not be 
considered complications or 
comorbidities of another diagnosis. For 
that reason and in light of comments 


and questions on the CC list, we have 
continued to review the remaining CCs 
to identify additional exclusions and to 
remove diagnoses from the master list 
that have been shown not to meet the 
definition of a CC. stated above, as 
appropriate. (See the September 3a 1988 
final rule for the revision made for the 
discharges occurring in FY 1989 (53 FR 
38485), the September 1.1989 final rule 
for the revision made for discharges 
occurring in FY 1990 (54 FR 38552). the 
September 4.1990 final rule for the 
revision made for discharges occurring 
in FY 1991 (55 FR 36126), and the August 
30.1991 final rule for the revision made 
for discharges occurring in FY 1992 (56 
FR 43209).) 

We are proposing a limited revision of 
the CC Exclusions List to take into 
account the changes that will be made 
in the 1CD-9-04 diagnosis coding 
system effective October 1,1992. (See 
section II.B.9. below, for a discussion of 
these changes.) These proposed changes 
are being made in accordance with the 
principles established when we created 
the CC Exclusions List in 1987. 

Tables 6g and 6h in section IV of the 
addendum to this proposed rule contain 
the proposed revisions to the CC 
Exclusions List that would be effective 
for discharges occurring on or after 
October 1.1992. Each table shows the 
principal diagnoses with proposed 
changes to the excluded CCs. Each of 
these principal diagnoses is shown with 
an asterisk and the additions or 
deletions to the CC Exclusions List are 
provided in an indented column 
immediately following the affected 
principal diagnosis. 

CCs that are added to the list are in 
Table 6g^Additions to the CC 
Exclusions List. Beginning with 
discharges on or after October 1.1992, 
the indented diagnoses will not be 
recognized by the GROUPER as valid 
CCs for the asterisked principal 
diagnosis. 

CCs that are deleted from the list are 
in Table 6h—Deletions from the CC 
Exclusions List. Beginning with 
discharges on or after October 1,1992, 
the indented diagnoses will be 
recognized by the GROUPER as valid 
CCs for the asterisked principal 
diagnosis. 

Copies of the original CC Exclusions 
List applicable to FY 1988 can be 
obtained from the National Technical 
Information Service (NTIS) of the 
Department of Commerce. It is available 
in hard copy for $73.00 and on 
microfiche for $19.00, plus $3.00 for 
shipping and handling. A request for the 
FY 1988 CC Exclusions List (which 
should include the identification 
accession number, ((PB) 88-133970), 


should be made to the following 
address: National Technical Information 
Service, United States Department of 
Commerce. 5285 Port Royal Road. 
Springfield, Virginia 22161 or by calling 
(703) 487-4650. 

Users should be aware of the fact that 
all revisions to the CC Exclusions List 
(FYs 1989.1990,1991. and 1992) and 
those in Tables 6g and 6h of this 
document must be incorporated into the 
list purchased from NTIS in order to 
obtain the CC Exclusions List applicable 
for discharges occurring on or after 
October 1,1992. 

Alternatively, the complete 
documentation of the GROUPER logic, 
including the current CC Exclusions List, 
is available from 3M/Health Information 
Systems (HIS), which, under contract 
with HCFA. is responsible for updating 
and maintaining the GROUPER 
program. The current DRG Definitions 
Manual Eighth Revision, is available for 
$195.00, wUch includes $15.00 for 
shipping and handling. The Ninth 
Revision of this manual which will 
include the changes proposed in this 
document as finalized in response to 
public comment, will be available in 
September 1992 for $195.00. These 
manuals may be obtained by writing 
3M/H1S at: 100 Barnes Road, 
Wallingford, Connecticut 06492 or by 
calling (203) 949-0303. 

Please specify the revisions requested. 

8. Review of Procedure Codes in DRGs 
468 and 477 

Each year, we review cases assigned 
to DRG 468 (Extensive OR Procedure 
Unrelated to Principal Diagnosis) in 
order to determine whether, in 
conjunction with certain principal 
diagnoses, there were certain 
procedures performed that are not 
currently included in the surgical 
hierarchy for the MDC in which the 
diagnosis falls. In FY 1989. this review 
resulted in the addition of DRG 476 
(Prostatic OR Procedure Unrelated to 
Principal Diagnosis) and DRG 477 
(Nonextensive OR Procedure Unrelated 
to Principal Diagnosis). For a detailed 
discussion of these changes, see the 
September 30.1988 final rule (53 FR 
38487). 

Since DRG 468 is reserved for those 
cases in which none of the OR 
procedures is related to the principal 
diagnosis, it is intended to capture 
atypical cases, that is. those cases not 
occurring with sufficient frequency to 
represent a distinct, recognizable 
clinical group. DRGs 476 and 477 are 
assigned to specific subsets of these 
cases. DRG 476 is ctirrently assigned to 
those discharges in which a prostatic 
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procedure is performed that is unrelated 
to the principal diagnosis. 

DRG 477 is assigned to those 
discharges in which the only procedures 
performed are nonextensive procedures 
that are unrelated to the principal 
diagnosis. The original list of the ICD-9- 
CM procedure codes for the procedures 
we consider nonextensive procedures if 
performed with an unrelated principal 
diagnosis was published in Table 6c in 
section IV of the addendum to the 
September 30.1988 final rule (53 FR 
38591). As a part of the September 4. 

1990 final rule, we moved a large 
number of procedures from DRG 468 to 
477. We listed the procedure codes in 
Table 6g in section IV of the addendum 
to that final rule (55 FR 36135). 

We annually conduct a review of 
procedures producing DRG 468 or 477 
assignments on the basis of volume of 
cases in these DRGs with each 
procedure. Our medical consultants then 
identify those procedures occurring in 
conjunction with certain principal 
diagnoses with sufficient frequency to 
justify adding them to one of the surgical 
DRGs for the MDC in which the 
diagnosis falls. This year's review did 
not identify any changes that are 
necessary; therefore, we are not 
proposing to move any procedures from 
DRGs 468 or 477 to one of the surgical 
DRGs. 

We also reviewed the list of OR 
procedures that produce DRG 468 
assignments to ascertain if any of those 
procedures should be moved to the list 
of nonextensive procedures that 
produce DRG 477 assignments. We 
analyzed the charge and length of stay 
data for cases assigned to DRG 468 to 
identify those procedures that are 
associated with discharges that are 
more similar to the discharges that 
currently group to DRG 477 than to the 
discharges that group to DRG 468. 
Generally, we consider moving only 
those procedures for which we have an 
adequate number of discharges to 
analyze the data. 

Based on our analysis, we are 
proposing to add the following four 
procedures to the list of nonextensive 
procedures that group to DRG 477: 

04.41 Decompression of trigeminal nerve 
root. 

04.42 Other cranial nerve decompression. 
04.44 Release of tarsal tunnel. 

04.49 Other peripheral nerve or ganglion 
decompression or lysis of adhe¬ 
sions. 


These cases would group to DRG 477 
instead of DRG 468 beginning with 
discharges on or after October 1.1992. 


9. Changes to the ICD-9-CM Coding 
System 

As discussed above in section ll.B.l of 
this preamble, the 1CD-9-CM is a coding 
system which is used for the reporting of 
diagnoses and procedures performed on 
a patient. In September 1985. the ICD-9- 
CM Coordination and Maintenance 
Committee was formed. This is a 
Federal interdepartmental committee 
charged with the mission of maintaining 
and updating the 1CD-9-CM. This 
includes approving coding changes, 
developing errata, addenda, and other 
modifications to the ICD-9-CM to 
reflect newly developed procedures and 
technologies and newly identified 
diseases. The Committee is also 
responsible for promoting the use of 
Federal and non-Federal educational 
programs and other communication 
techniques with a view toward 
standardizing coding applications and 
upgrading the quality of the 
classification system. 

The Committee is co-chaired by the 
National Center for Health Statistics 
(NCHS) and HCFA. The NCHS has lead 
responsibility for the ICD-9-CM 
diagnosis codes included in Volume 1— 
Diseases: Tabular List and Volume 2— 
Diseases: Alphabetic Index, while 
HCFA has lead responsibility for the 
ICD-9-CM procedure codes included in 
Volume 3—Procedures: Tabular List and 
Alphabetic Index. 

The Committee encourages 
participation in the above process by 
major health-related organizations. In 
this regard, the Committee holds public 
meetings for discussion of educational 
issues and proposed coding changes. 
These meetings provide an opportunity 
for representatives of recognized 
organizations in the coding fields, such 
as the American Health Information 
Management Association (AHIMA) 
(formerly American Medical Record 
Association (AMRA)), the American 
Hospital Association (AHA), and 
various physician specialty groups as 
well as physicians, medical record 
administrators, and other members of 
the public to contribute ideas on coding 
matters. After considering the opinions 
expressed at the public meetings and in 
writing, the Committee formulates 
recommendations, which then must be 
approved by the agencies. 

The Committee presented proposals 
for coding changes at public meetings 
held on May 2. August 1 and 2. and 
December 5 and 6.1991 and finalized the 
coding changes after consideration of 
comments received at the meetings and 
in writing in the 30 days following the 
December 1991 meeting. The initial 
meeting for consideration of coding 


issues for resolution in FY 1993 will be 
held on May 7,1992. Copies of the 
minutes of these meetings may be 
obtained by writing to the co¬ 
chairpersons representing NCHS and 
HCFA. We encourage commenters to 
address suggestions on coding issues 
involving diagnosis codes to: Sue 
Meads, R.R.A. Co-Chairperson, ICD-9- 
CM Coordination and Maintenance 
Committee. NCHS, rm. 9-58, 6525 
Belcrest Road, Hyattaville, Maryland 
20782. 

Questions and comments concerning 
the procedure codes should be 
addiessed to: Patricia E. Brooks. Co- 
Chairperson. ICD-O-CM Coordination 
and Maintenance Committee, HCFA. 
Office of Coverage and Eligibility Policy, 
rm. 401 East High Rise Building. 6325 
Security Boulevard, Baltimore. 

Maryland 21207, 

The ICD-9-CM code changes that 
have been approved will become 
effective October 1.1992. The new ICD- 
O-CM codes are listed, along with their 
proposed DRG classifications, in Tables 
6a and 6b (New Diagnosis Codes and 
New Procedure Codes, respectively) in 
section IV of the addendum to this 
proposed rule. As we stated above, the 
code numbers and their titles were 
presented for public comment in the 
1CD-9-CM Coordination and 
Maintenance Committee meetings. Both 
oral and written comments were 
considered before the codes were 
approved. Therefore, we are soliciting 
comments only on the proposed DRG 
classification. 

Further, the Committee has approved 
the expansion of certain 1CD-9-CM 
codes to require an additional digit for 
valid code assignment. Diagnosis codes 
that have been replaced by expanded 
codes or have been deleted are in Table 
6c (Invalid Diagnosis Codes). Procedure 
codes that have been replaced by 
expanded codes or have been deleted 
are in Table 6d (Invalid Procedure 
Codes). These diagnosis and procedure 
codes will not be recognized by the 
GROUPER beginning with discharges 
occurring on or after October 1.1992. 

The corresponding new expanded codes 
are included in Tables 6a and 6b. 
Revisions to diagnosis and procedure 
code titles are in Tables 6e (Revised 
Diagnosis Code Titles) and 6f (Revised 
Procedure Code Titles), which also 
include the proposed DRG assignments 
for these revised codes. 

C. Recalibration of DRG Weights 

We are proposing to use the same 
basic methodology for the FY 1993 
recalibration as we did for FY 1992. (See 
the August 30.1991 final rule (56 FR 
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43218).) That is. we would recalibrate 
the weights based on charge data for 
Medicare discharges. However, we 
would use the most current charge 
information available, the FY1991 
MEDPAR file, rather than the FY 1990 
MEDPAR file. The MEDPAR file is 
based on fully>coded diagnostic and 
surgical procedure data for all Medicare 
inpatient hospital bills. 

The proposed recalibrated DRG 
relative weights are constructed from FY 
1991 MEDPAR data, received by HCFA 
through December 1991, from all 
hospitals subject to the prospective 
payment system and short-term acute 
care hospitals in waiver States. The FY 
1991 MEDPAR file includes data for 
approximately 10.2 million Medicare 
discharges. 

The methodology used to calciilate the 
proposed DRG relative weights from the 
FY 1991 MEDPAR file is as follows: 

• All the claims were regrouped using 
the proposed DRG classification 
revisions discussed above in section ILB 
of this preamble. 

• Charges were standardized to 
remove the effects of differences in area 
wage levels, indirect medical education 
costs, disproportionate share payments, 
and, for hospitals in Alaska and Hawaii, 
the applicable cost-of-living adjustment 

• The average standardized charge 
per DRG was ^culated by summing the 
standardized charges for all cases in the 
DRG and dividing that amount by the 
number of cases classified in the DRG. 

• We then eliminated statistical 
outliers using the same criterion as was 
used in computing the current weights. 
That is, all cases outside of 3.0 standard 
deviations from the mean of the log 
distribution of charges per case for each 
DRG were eliminated. 

• The average charge for each DRG 
was then recomputed excluding the 
statistical outliers and divided by the 
national average standardized charge 
per case to determine the weighting 
factor. 

• We established the weighting factor 
for heart transplants (DRG 103) in a 
manner consistent with the methodology 
for all other DRGs except that the heart 
transplant cases that were used to 
establish the weight were limited to 
those Medicare-approved heart 
transplant centers that have cases in the 
FY 1991 MEDPAR file. Similarly, we 
limited the liver transplant cases that 
were used to establish the weight for 
DRG 480 (Liver Transplant) to those 
hospitals that are Medicare-approved 
liver transplant centers. 

• Acquisition costs for kidney, heart 
and liver transplants continue to be paid 
on a reasonable cost basis. Unlike other 
excluded costs, the acquisition costs are 


concentrated in specific DRGs (DRG 302 
(Kidney Transplant); DRG 103 (Heart 
Transplant); and DRG 480 (Liver 
Transplant)). Because these costs are 
paid separately from the prospective 
payment rate, it is necessary to make an 
adjustment to prevent the relative 
weights for these DRGs from including 
the effect of the acquisition costs. 
Therefore, we subtracted the acquisition 
charges from the total charges on each 
transplant bill that showed acquisition 
charges prior to computing the average 
charge for the DRG and prior to 
eliminating statistical outliers. 

When we recalibrated the DRG 
weights for previous years, we set a 
threshold of 10 cases as the minimum 
number of cases required to compute a 
reasonable weight In the FY 1990 
MEDPAR data used to establish the FY 
1992 weights, there were 37 DRGs that 
contained fewer than 10 cases. We 
propose to use that same case threshold 
in recalibrating the DRG weights for FY 
1993. Using the FY 1991 MEDPAR data 
set there are 38 DRGs that contain 
fewer than 10 cases. We computed the 
weight for the 38 low-volume DRGs by 
adjusting the original weights of these 
DRGs by the percent change in the 
average weight of the cases in the 
remaining DRGs. 

The weights developed according to 
the methodology described above, using 
the proposed DRG classification 
changes, result in an average case 
weight that is different from the average 
case weight before recalibration. 
Therefore, the new weights are 
normalized by an adjustment factor, so 
that the average case weight after 
recalibration is equal to the average 
case weight prior to recalibration. This 
adjustment is intended to ensure that 
recalibration by itself neither increases 
nor decreases total payments under the 
prospective payment system. 

Section 1886(d)(4)(C)(iii) of the Act 
requires that reclassification and 
recalibration changes beginning with FY 
1991 be made in a manner that assures 
that the aggregate payments are neither 
greater than nor less than the aggregate 
payments that would have been made 
without the changes. We interpret 
section 1886(d)(4)(C)(iii) of the Act to 
require that we ensure the FY 1993 
reclassification and recallbration 
changes do not affect aggregate 
payments. Although normalization is 
intended to achieve this effect equating 
the average case weight after 
recalibration to the average case weight 
before recalibration does not 
necessarily achieve budget neutrality 
with respect to aggregate payments to 
hospitals. Therefore, as discussed in 
section II.A.4.b of the Addendum to this 


proposed rule, we are proposing to make 
a budget neutrality adjustment to assure 
the requirement of section 
1886(d)(4){C)(ili) of the Act is met 

D. FY 1991 DRG Classification Changes 
and Their Effect on DRG Relative 
Weights and Payments 

As described above in sections ILB 
and C of this preamble, each year we 
make,changes to the DRG classifications 
in ad^tion to recalibrating the relative 
weights based on the most recent charge 
data available. In the September 4.1990 
final rule, we made several major 
modifications to the DRGs effective with 
discharges occurring on or after October 
1.1990 (FY 1991). These changes 
included creating two new DRGs for 
liver and bone marrow transplants, 
which had recently been approved for 
coverage under the Medicare program. 

In addition, we added two DRGs for 
cases in which a tracheostomy is 
performed: one for patients with a 
disorder of the mouth, larynx, or 
pharynx and one for all other patients. 
Cases are assigned to these four DRGs 
prior to assignment to one of the MDCs. 

We also added two new MDCs. one 
for multiple significant trauma (MDC 24) 
and one for human immunodeficiency 
virus (HIV) infections (MDC 25). and we 
placed these two MDCs ahead of the 
other MDCs in the GROUPER. Thus, 
cases are assessed for assignment to 
these DRGs before the other 23 MDCs. 
MDC 24 consists of four DRGs (three 
surgical and one medical) and MDC 25 
is made up of three DRGs (one surgical 
and two medical). 

The FY 1991 changes were designed to 
improve payment equity by increasing 
the amount of variation in resource 
costs explained by the DRGs. For the 
most part these new DRGs have 
extremely high weights, and the cases 
that are now classified to them receive 
much higher payments than they would 
have absent the changes. 

When changes in DRG classifications 
are made, we account for the effect the 
changes will have on future program 
payments through the recalibration and 
normalization of the DRG weights. In 
the year in which the changes are 
effective, they are Intended to be budget 
neutral; that is. the payments in that 
year should be no more or no less than 
the payments would have been without 
the changes. As discussed in more detail 
above, in section ILC of this preamble, 
recalibration is accomplished by 
processing the most recent, complete 
MEDPAR data through a revised 
GROUPER that encompasses the DRG 
classification changes and rewelghtlng 
the DRGs based on the charges 
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submitted by the hospitals. After 
recaiibration is complete, the new 
weights are normalized by an 
adjustment factor. The normalization 
process compares the average case 
weight before recalibration to the 
average case weight after 
redassification and recalibration using 
the same set of MEDPAR data, and an 
adjustment is made to the new weights 
so that these two average case weights 
are the same. 

When we conducted the 
normalization of the FY1991 DRG 
weights, we used the FY 1969 MEDPAR 
data. The FY 1969 claims were first 
mapped into their FY 1990 equivalents 
and processed through the FY 1990 
GROUPER to determine the average 
case weight for that year. Those same 
data were then remapped into their FY 
1991 equivalents and processed through 
the FY 1991 GROUPER to estimate what 
would be the average case weight 
during that year. The new DRG weights 
were then adjusted so that the two 
average case weights (FYs 1990 and 
1993) are equal. (In addition to this 
process, we also made a budget 
neutrality adjustment to ensure that 
aggregate payments made in FY 1991 


would be no more than and no less than 
they would have been absent the DRG 
and wage index changes.) 

Now that the MEDPAR file for FY 
1991 is available, we can evaluate the 
effect of the new DRCs on the actual 
distribution of cases under the revised 
DRGs. We find that many more cases 
than we had originally estimated were 
classified into the new DRGs. in 
addition, there are many DRGs that 
experienced at least a 20 percent 
increase or decrease in percentage of 
cases assigned between FY 1989 and FY 
1991 when both sets of cases are 
grouped using the FY 1991 GROUPER. 
These include several of the new DRGs, 
other DRGs that were revised effective 
with FY 1991. and some DRGs for which 
there was no major change. 

The effect of these unanticipated 
changes in the distribution of cases and 
the resulting increase ia average DRG 
weight resulted in a 1 percent increase 
in Medicare inpatient hospital program 
payments compared to the payments 
that would have resulted if we had not 
made DRG reclassification and 
recalibration changes in FY 1991. If we 
had been In possession of the actual FY 
1991 cases when we established the 


weights for FY 1991. the overall average 
case-mix index would have been 0.99 
percent lower than the actual FY 1991 
case-mix index. The total case-mix 
change between FY 1990 and FY 1991 
was 2.5 percent. 

Although there can be many reasons 
for increases in the relative number of 
cases assigned to a particular DRG, 
including an increase in the frequency 
with which procedures are performed or 
an increase in inpatient treatment of 
certain diagnoses, we believe that the 1 
percent increase attributable to the DRG 
classification and recaiibration changes 
was. for the most part, caused by coding 
improvements made in response to the 
FY 1991 DRG changes. The increase in 
cases assigned to l^her-weighted DRGs 
is most dr^adc in the new 
tracheostomy DRG 483 and the three 
new HIV-related DRGs (468 throtigh 
490). When the FY 1969 and 1991 cases 
are separately classified using the FY 
1991 GROUPER, the number of cases 
assigned to DRG 463 increases 30 
percent between the 2 years and the 
number of cases assigned to DRGs 488 
through 490 increases by 123 per cent. 
The following table illustrates the 
changes: 


4S3 

4dd. 

489 

490 


Total MOC 24. 
Total cases. 


Number of cases in DRG 


DRG 


DRG cases as percent of total 





cases 


Estimate 

Actual 

Estimate 

Actual 

Peroenl 

increase 

25.191 

32.751 

0.25 

0.32 

30 

261 

473 

0.003 

0.005 

81 

1.801 

4.187 

0.02 

0.04 

133 

780 

1.679 

0.01 

0.02 

115 

2.842 

6.334 

0.03 

006 

123 

28.013 

39.085 

0.28 

038 

40 


As noted above, we believe that the 
increases in the tracheostomy and HIV 
DRGs are due to the fact that hospitals 
changed their coding practices between 
FYs 1989 and 1991 in response to the FY 
1991 DRG changes. Before 
implementation of the FY 1991 changes, 
there was no incentive to oode a 
tracheostomy outside of MDC 4 nor was 


there any incentive to code secondary 
diagnoses of HIV. However, onre these 
codes became significant for correct 
DRG classification, they were included 
on claims where they might previously 
have been left ofT. 

Based on our analysis of the FY 1969 
MEDPAR. we estimated that 55 percent 
of the cases reassigned to DRG 483 


would have been classified to DRG 474 
(Respiratory System Diagnoses with 
Ventilator Support) in MDC 4 before the 
FY 1991 changes. However, the actual 
number of cases reassigned from DRG 
474 was lower %vhile the number of 
cases reassigned from all other DRGs 
increased dramatically. The following 
table demonstrates these changes: 


Breakdown of Cases Assigned To DRG 483 in FY 1991 


Estimate 

Actual 

FY 1989 ORG 

Num¬ 
ber of 
cases 

Per¬ 
cent of 
ORG 
463 
cases 

Num¬ 
ber of 
cases 

Per- 
cent of 
ORG 
483 
cases 

DRG 474.. 

13,929 

11.262 

25.191 

55 

45 

ICO 

11.851 

20.900 

32.751 

38 

64 

100 

All other DRG*. . , ,, ““ .. 
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This indicates that a significant 
number of cases assigned to other DRGs 
in the FY 1989 MEDPAR did not include 
a code for a tracheostomy procedure 
that was performed during the stay. 
Because DRG 483 had such a high 
relative weight in FY 1991 (14.0597) 
compared to the DRGs from which these 
cases were reclassified, the inability to 
predict correctly the actual case 
distribution resulted in a substantial 
unanticipated increase in program 
payments. 

The new DRGs created for HIV cases 
experienced a similar influx of cases. In 
this case, the actual FY 1991 cases came 
from the DRGs we had predicted they 
would; however, they came in much 
larger numbers than we had estimated. 
For example, based on our analysis of 
the FY 19^ MEDPAR, we predicted that 
21 percent of the cases reassigned to 
DRG 489 (HIV with Major Related 
Condition) would have been assigned to 
DRG 79 (Respiratory Infections and 
Inflammations with CC) absent the 
reclassification. The actual percentage 


of FY 1991 cases assigned to DRG 489 
that would have been assigned to DRG 
79 remained virtually constant at 22 
percent. However, the estimated number 
of cases was 385 and the actual number 
was 922. Therefore, even though we 
correctly predicted the percent of cases 
in DRG 489 that would move from DRG 
79. the number of cases more than 
doubled. While we recognize the 
incidence of HIV may have increased 
between FY 1989 and 1991, we believe a 
123 percent increase must also be 
attributable to improved coding for HIV 
infection. 

On a smaller scale, this type of change 
in coding happens every year in 
response to DRG changes. One example 
of such a change is the deletion of 
diagnoses from the list of CCs. When 
CCs are present in a case, hospitals will 
make sure to code at least one CC in 
order to classify a case in the higher- 
weighted "with CC" DRG. However, if 
that CC is deleted from the list of 
recognized CCs for the DRG and we 
predict that the case would now be 


classified in the non-CC DRG, it is 
possible that hospitals will simply code 
another CC present in the medical 
record in order to achieve the "with CC" 
classification. Therefore, cases that we 
had predicted would be classified to the 
"without CC* DRG actually remain as 
CC cases because of a change in coding. 

Based on the FY 1989 MEDPAR. we 
had estimated that CC revisions 
effective for FY 1991 would change the 
distribution of cases in DRGs 320 and 
321 (Kidney and Urinary Tract 
Infections Age > 17) by decreasing the 
number of cases assigned to DRG 320 
(with CC). (The num^r of cases 
assigned to DRG 321 were estimated to 
remain about the same.) However, the 
actual number of cases assigned to DRG 
320 in the FY 1991 MEDPAR file 
increased and the number of cases 
assigned to DRG 321 decreased. The 
number of cases assigned to DRGs 320 
and 321 and their percent of total 
MEDPAR cases are shown below: 




Estimate DRG 
cases 

Actual DRG 
cases 


Rela¬ 

tive 

weight 

^KJmber 
of cases 

As 

per¬ 

cent 

of 

total 

cases 

Number 
of cases 

As 

per¬ 

cent 

of 

total 

cases 

DRG 320... 

1.0055 

.6607 

145,039 

34.523 

1.47 

0.38 

162,874 

28.718 

1.60 

0.28 

DRG 321........ .. ..;.. 



Thus, the number of cases assigned to 
the higher-weighted DRG increased from 
the number we had estimated, and the 
number of cases assigned to the lower- 
weighted DRG decreased. As with DRG 
483, the coding practice changes made in 
response to our reclassification of CCs 
resulted in additional program payments 
beyond those we had estimated. 

This can also happen in response to 
surgical hierarchy changes or to changes 
in the procedures that effect 
classification. This can be seen in the 
movement of cases in MDC 5 between 
FYs 1989 and 1991. We completely 
reconstructed the majority of the 
surgical DRGs in MDC 5 effective for FY 
1991 and there were significant 
deviations from the estimated frequency 
for each DRG. For example, the changes 
made in MDC 5 for FY 1991 resulted in a 
tremendous increase of cases coded 
with percutaneous cardiovascular 
procedures. We assigned these cases to 
DRG 112 effective with FY 1991 and, 
based on the FY 1989 MEDPAR, we 
estimated that 83,614 cases would group 
to this DRG. The FY 1991 MEDPAR 


shows that 128,778 cases were assigned 
to this DRG, an increase of 54 percent. 
Although this is the DRG that changed 
the most in terms of number of cases, 
virtually ail of the revised MDC 5 DRGs 
experienced some change in the number 
of cases assigned in FY 1991 as opposed 
to our estimates. 

Although we have experienced this 
type of case-mix increase before (see 
the September 1,1989 final rule for a 
discussion of the inflationary effect of 
the FY 1987 DRG changes (54 FR 36469)). 
we are partiailarly concerned about this 
problem in light of the fact that we are 
seriously considering major changes to 
the DRG system to better explain the 
effects of severity of illness. Besides the 
mandate of section 1886(d)(4)(C)(iii) of 
the Act, which provides that aggregate 
payments may not be affected by DRG 
reclassification and recalibration 
changes, we do not believe it is prudent 
policy to make changes for which we 
cannot predict the effect on the case-mix 
index and, thus, payments. 

Although we can predict that changes 
in certain hospital coding practices may 


result from DRG changes we make, it is 
not possible to predict which claims will 
be affected by these changes. Thus, in 
the reclassification and recalibration 
process, we can rely only on the code 
information included on actual cases. 
We are hoping that the expansion of the 
hospital bill to include nine diagnosis 
and six procedure codes will help to 
alleviate our problem to some extent. 
However, this change went into effect 
on April 1.1992 and, thus, will not be 
reflected in a full year of MEDPAR data 
until FY 1993, which means it will not be 
available to us for purposes of weight 
construction until ITf 1995. 

We are strongly committed to making 
changes in the DRG system to improve 
payment equity; however, our current 
inability to predict the changes in coding 
behavior that may result from our 
revisions limits the extent to which we 
are willing to revise the system. Until 
such time as we are able either to 
improve our ability to predict coding 
changes by validating in advance the 
impact that potential DRG classification 
changes may have on coding behavior 
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or to make methodological chantges to 
prevent building the inflationary effects 
of the coding changes into future 
program payments, we intend to make 
only relatively insignificant changes In 
the DRG classification system. As a 
general policy, we will consider the 
changes to be insignificant if. in the 
aggregate, we estimate that program 
paymients would increase by less than 
0.1 percent or $60 million if we have 
underestimated by 10 percent the 
number of cases that would receive 
more favorable payment under the DRG 
classification changes that provide 
incentives for coding improvement. 

In this proposed rule, we believe that 
the proposed changes to KIDC 4 and 17 
involving certain endoscopic procedures 
and to MDC 20 involving recognition of 
OR procedures provide incentives for 
coding improvement since they involve 
recognition of procedures that do not 
currently affect DRG assignment. If we 
have made a 10 percent underestimation 
in the number of cases that are directly 
affected by these classification changes, 
we estimate that program payments 
would increase by .0204 percent or $12 
million. The potential for increased 
program payments is mostly related to 
our proposal to recognize certain 
endoscopic procedures as OR 
procedures. 

Based on current coding practices, we 
estimate approximately 32.000 cases in 
MOCs 4 and 17 that are currently 
assigned to medical DRGs with an 
average case weight of 1.36506 would be 
assigned to surgical DRGs with an 
average case weight of 2.27465. If we 
have underestimated by 10 percent the 
number of cases that would be paid as 
surgical DRGs, program payments 
would increase by .02 percent. If we 
have underestimated by 10 percent the 
number of cases that would be affected 
by the DRG 20 change, we estimate 
program payments would increase by 
.0004 percent. Although we are 
proposing all changes that we believe 
are appropriate this year, this general 
policy will preclude our making 
significant refinements to the DRG 
system until we are able to protect 
program payments against the 
infladonaiy impact of those changes. 

One approach to this problem that we 
have considered is maintaining the 
average case weight at 1.0 after 
recalibration, thereby eliminating the 
process of normalization. In other 
words, after recalibration, we would not 
scale the new weights upward to carry 
forward the cumulative effects of past 
case-mix increases. We would, instead, 
make an adjustment or include in the 
annual update factor a spedfic 


allowance for any real case-mix change 
that occurred during the previous year. 
This is a relatively simple and 
straightforward system for preventing 
the effects of year-to-year increase in 
case-mix index from accumulating in the 
DRG weights. 

This methodology would have several 
advantages. First, it would be an easy 
and effective means of removing from 
the payment base inappropriate year-to- 
year case-mix increase (that is, case-mix 
increases mainly due to changes in 
coding practices). It would also 
streamline the current process of 
adjustments, where recalibration of the 
weights is followed by normalization, 
and the recommended update factor 
includes a negative adjustment to offset 
all case-mix increase estimated for the 
previous year followed by a positive 
increase to add back the real case-mix 
increase (that is, a genuine increase in 
the resources required to treat patients). 
Finally, the change would restore the 
meaning of^e relative weights by 
bringing the average weight back to IX) 
each year. Thus. 1.0 would reflect the 
average resources used to treat the 
average Medicare inpatient hospital 
case, while a weight of 2.0 would reflect 
a case that requires twice the average 
resources to treat and a weight of 0.5 
would reflect a case that requires one- 
half the average resources. Since the 
estimated average FY 1991 DRG relative 
weight is 1.367, this type of comparison 
is not readily accomplished using 
normalized DRG relative weights. 

We are soliciting public comment on 
this and other possible approaches that 
could be implemented in the future by 
legislation or administratively to 
account for coding changes that result 
from revisions in the DRGs. Your 
comments should take our statutory 
mandates for prospectivity and budget 
neutrality into account 

in. Proposed Changes to the Hospital 
Wage Index 

A. Background 

Sections 18d6(d)(2)(H) and 
1886(d)(3)(E) of the Act require that the 
standardized urban and rural amounts 
be adjusted for area variations in 
hospital wage levels as part of the 
methodology for determining 
prospective payments to hospitals. To 
fulfill this requirement we construct an 
index that reflects average hospital 
wages in each urban and rural area as a 
percentage of the national average 
hospital wage. 

For determining prospective payments 
to hospitals in FY 1992, the wage index 
is based on a HCFA survey of hospital 
wage and salary data for all hospitals 


subject to the prospective payment 
system with cost reporting periods 
ending in calendar year 1988. Home 
office costs and fringe benefits 
associated with hospital and home 
office salaries were included in the 
updated wage index. Nonhospital costs 
were excluded from the wage index. The 
FY 1992 wage index reflect^ all 
corrections that had been made in the 
wage survey data through August 15, 
1991. 

Section 1886(d)(3)(E) of the Act 
requires that the hospital wage index be 
updated annually be^nning October 1, 
1993. 

B, Updating the Wage Index Data 

For discharges occurring on or after 
October 1.1992, the proposed wage 
index would continue to be based solely 
on 1968 wage data. In addition, in 
determining the proposed wage index, 
we incorporated all corrections of errors 
that have been identified in the survey 
wage data since the construction of the 
wage index implemented for FY 1992 in 
the August 30,1991 final rule. 

The wage indexes are shown in 
Tables 4a through 4c in the addendum to 
this proposed rule. 

C Revisions to the Wage Index Based 
on Hospital Reclassifications 

Under section 1886(d)(8)(B) of the Act 
for discharges occurring on or after 
October 1.1988, hospitals in certain 
rural counties adjacent to one or more 
Metropolitan Statistical Areas (MSAs) 
are considered to be located in one of 
the adjacent MSAs if certain standards 
are met 

Under section 1886(d)(10) of the Act 
the Medicare Geographic Classification 
Review Board (MGCRB) considers 
applications by hospitals for geographic 
reclassification for purposes of payment 
under the prospective payment system. 
The first hospital reclassifications based 
on the decisions of the MGCRB took 
effect on October 1.1991. 

The methodology for determining the 
wage index values for redesignated 
hospitals is applied jointly to the 
hospitals located in those rural counties 
that were deemed urban under section 
18d6(d)(8)(B) of the Act and those 
hospitals that were reclassified as a 
result of the MGCRB decisions under 
section 18d6(d)(10) of the Act Section 
1886(d)(8)(C) of the Act provides that the 
application of the wage index to 
r^esignated hospitals is dependent on 
the hypothetical impact that the wage 
data from these hospitals would have on 
the wage index value for the MSA to 
which they have been redesignated. 
Therefore, the wage index values were 
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determined by considering the 
following: 

• If including the wage data for the 
redesignated hospitals reduces the MSA 
wage index value by 1 percentage point 
or less, the MSA wage index value 
applies to the redesignated hospitals 
deemed to be a part of that MSA. The 
MSA wage iadex value is determined 
exclusive of the wage data for the 
redesignated hospitals. 

• If including the wage data for the 
redesignated hospitals reduces the wage 
index value for the area to which the 
hospitals are redesignated by more than 
1 percentage point, the hospitals that are 
redesignated are subject to the wage 
index value of the area that results from 
including the wage data of the 
redesignated hospitals. However, the 
resulting wage index value for the 
redesignated hospitals cannot be less 
than the wage index value for the rural 
areas of the State in which the hospitals 
are located. 

• Rural areas whose wage index 
values would be reduced by excluding 
the data for hospitals that have been 
redesignated to another area continue to 
have their wage index calculated as if 
no redesignation had occurred. Those 
rural areas whose wage index values 
increased as a result of excluding the 
wage data for the hospitals that have 
been redesignated to another area have 
their wage index calculated exclusive of 
the redesignated hospitals. 

• The wage index value for an urban 
area is calculated exclusive of the wage 
data for hospitals that have been 
reclassified to another area. However, 
the wage index for an urban area may 
not be reduced, as a result of geographic 
reclassification, below the Statewide 
rural average. 

We note that, except for those rural 
areas where redesignations would 
reduce the rural wage index value, the 
wage index value for each area is 
computed exclusive of the data for 
hospitals that have been redesignated 
from the area for purposes of their wage 
index. As a result, there are a few MSAs 
listed in Table 4a that have no hospitals 
remaining in the MSA. This is because 
the hospitals in the original MSA have 
been reclassified to another area by the 
MGCR6 and our records indicate that 
there are no other hospitals currently 
classified in those areas. For those 
areas, we have listed the Statewide 
rural wage index value. 

The proposed revised wage index 
values elective for discharges occurring 
on or after October 1,1992 are shown in 
Tables 4a. 4b, and 4c of the addendum 
to this proposed rule. Hospitals that are 
redesignated should use the wage index 
values shown in Table 4c. It should be 


noted that for some areas, more than 
one wage index value will be shown in 
Table 4c. This occurs when hospitals 
from more than one State are included 
in the group of redesignated hospitals, 
and one State has a higher Statewide 
rural wage index value than the wage 
index value otherwise applicable to the 
redesignated hospitals. 

Revised Table Names 

Table 4—Wage Index for Urban 
Areas 

Table 4b—^Wage Index for Rural 
Areas 

Table 4c—Wage Index for 
Redesignated Hospitals 

The proposed FY1993 wage index 
values incorporate all reclassification 
decisions made by the MGCRB as of 
March 30.1992. As of that date, there 
were 1,150 hospitals reclassified for 
purposes of the wage index (including 
hospitals reclassified under both 
sections 1886(d)(8)(6) and 1886(d)(10) of 
the Act). This number does not include 
MGCRB decisions that are still under 
review by the Administrator. At the time 
this proposed wage index was 
constructed, the MGCRB had completed 
its review. Any changes that result from 
appeals and the Administrator’s review 
process will be incorporated into the 
wage index values to be published in the 
final rule. The changes may affect not 
only the wage index value for specific 
geographic areas, but also whether 
redesignated hospitals receive the wage 
index of the area to which they are 
redesignated or a combined wage index 
that includes the data for both the 
hospitals already in the area and the 
redesignated hospitals. Further, the 
wage index for the area from which the 
hospitals are redesignated may be 
ejected. 

We note that hospitals that have been 
reclassified by the “MGCRB are 
permitted to withdraw their applications 
within 45 days of the publication of this 
Federal Register document. The request 
for withdrawal of an application for 
reclassification that would be effective 
in FY 1993 must be received by the 
MGCRB by July 20.1992. 

We caution that the proposed wage 
index value will change in the final rule 
to take into account the impact of 
revisions in reclassification decisions 
resulting from the appeals and review 
process, any withdrawal requests, and 
any wage index corrections that are 
made before publication of the final rule. 
A hospital that requests to withdraw its 
application may not request that the 
MGCRB decision be reinstated after 
publication of the final notice of 
prospective payment rates. 


D, Midyear Corrections to the Wage 
Index Values 

It has been our policy under 
S 412.63(p)(2) to make midyear 
corrections to the hospital wage data 
and adjust the wage index for the 
affected areas on a prospective basis. 
However, implementation of mid-year 
corrections has resulted in several 
problems concerning the reclassification 
of hospitals by the MGCRB. 

In the June 4,1991 final rule with 
comment period affecting the MGCRB 
(56 FR 25477), we indicated that the 
MGCRB would use the latest updated 
survey data, including midyear 
corrections, to assess reclassification 
requests. We adopted this policy in 
order to ensure that hospitals whose 
applications were submitted based on 
corrected wage data would be treated 
fairly. However, because wage data 
corrections are processed on an ongoing 
basis throughout the year, the outcome 
of a hospital's reclassification request 
may in some cases depend entirely on 
whether the intermediary's audit and 
our subsequent processing of its wage 
correction are completed before the 
MGCRB issues its decision on the 
hospital's application. That is, since the 
MGCRB makes its determination based 
on the data available at the time a 
hospital's case is being considered, 
whether a hospital meets the criteria for 
reclassification for purposes of the wage 
index may depend on the timing of the 
implementation of a wage correction. 

Also, under section 1886(d)(8)(C) of 
the Act, the wage index applicable to 
reclassified hospitals is dependent on 
the hypothetical impact that the wage 
data from these hospitals would have on 
the wage index value for the MSA to 
which they have been redesignated. As 
explained above, if the impact is a 
reduction of 1 percentage point or less, 
the reclassified hospitals receive the 
MSA wage index value. If the impact is 
a reduction of greater than 1 percentage 
point, the reclassified hospitals receive 
the wage index value that results from 
combining their wage data with the 
MSA data. This combined value is 
normally lower than the MSA value. 
Under our current policy, we have had 
instances in which a correction to the 
wage data for a hospital in an MSA has 
increased the impact of reclassifications 
on the MSA wage index value to greater 
than 1 percentage point. In these 
situations, reclassified hospitals that 
had been receiving the MSA wage index 
value became subject to the lower 
combined wage index value. Thus, 
solely as a result of another hospital's 
wage corrections, payments to these 







Federal Register / Vol. 57, No. 108 / Thursday, June 4. 1992 / Proposed Rules 


23631 


reclassified hospitals were reduced 
midway through the fiscal year. These 
hospitals are confronted with an 
unanticipated reduction in revenues 
when their Medicare payments are 
abruptly reduced because of mid-year 
wage data corrections. 

'file current wage index based on 1988 
calendar year data has been in effect 
since FY1991. Thus, we believe that 
hospitals have had sufficient time to 
review their wage data and submit 
corrections where appropriate. 
Therefore, in order to resolve the 
problems described above, we are 
proposing to eliminate mid-year wage 
data corrections effective with requests 
for correction received on or after 
October 1,1992. 

Under this proposal, only those 
requests for wage data corrections that 
are submitted with supporting 
documentation and received by the 
fiscal intermediary no later than 
September 30,1992 would be 
implemented as a mid-year wage index 
change. Changes based on those 
corrections would be made on a 
prospective basis in FY 1993 in 
accordance with our current policy. 'The 
specific requirements would be as 
follows: 

• A hospital that wishes to make a 
correction to its reported wage data 
must submit to its fiscal intermediary a 
revised wage survey form (HCFA 2561) 
along with supporting documentation by 
no later than September 30,1992. 

• Within 30 days, the fiscal 
intermediary will review the data and 
adjust it as appropriate. Upon 
completion of its review, the fiscal 
intermediary will forward the hospitafs 
request to the HCFA’s Division of 
Hospital Payment Policy, along with a 
letter that summarizes the hospital's 
request and makes a recommendation 
concerning the appropriateness of the 
requested wa^ correction. 

• HCFA will review the request and. 
if HCFA determines that a wage 
correction is warranted, the wage index 
value for the area in which the hospital 
is located will be revised on a 
prospective basis. 

• In cases where the hospital 
submitted supporting documentation but 
additional information is required by the 
fiscal intermediary or HCFA. the 
hospital must submit the required 
information within 30 days of receiving 
the request. 

As required by section 1886(d)(3)(E) of 
the Act. we will update the wage index 
data on an annual basis beginning 
October 1.1993. We are currently 
collecting wage data on an ongoing 
basis as part of the Medicare cost 
report. Fiscal intermediaries are 


transmitting these wage data through 
the Hospital Cost Report Information 
System (HCRIS). We expect to use the 
latest data available through HCRIS to 
update the wage index on an annual 
basis. A hospital that wishes to make 
corrections to the wage data reported on 
its Medicare cost report will do so 
through its fiscal intermediary in 
accordance with the normal cost report 
revision or reopening procedures. Fiscal 
intermediaries will forward any 
corrections to HCFA through HCRIS. 
and we will incorporate those 
corrections into the wage index on an 
annual basis, at the same time we 
update the wage index for payment 
purposes. 

E. Revised Metropolitan Statistical Area 
(MSA) Definitions Based on 1990 
Census Data 

In the August 30.1991 final rule (56 FR 
43202), we indicated that the Office of 
Management and Budget (OMB) 
expected to issue revised MSA 
definitions based on 1990 census data in 
June 1992. We had anticipated 
implementing the new MSA definitions 
in the FY 1993 final rule in accordance 
with our policy of adopting-MSA 
changes at the beginning of the Federal 
fiscal year following OMB’s 
announcement (see § 412.63(b)(4)). 
However, we pointed out potential 
problems associated with implementing 
major MSA changes (such as 
reconfiguring the wage index and 
standardized amounts and determining 
appropriate geographic reclassifications] 
in a final rule without prior notification 
in the proposed rule. We also solicited 
public comments on possible 
approaches to implementing the revised 
MSA definitions. 

However, because of significant 
delays in obtaining the necessary data 
from the Bureau of Census. OMB does 
not expect to publish the revised MSA 
deffnitions by June 30.1992. as originally 
planned. As of April 1,1992, the census 
data were still not available and the 
Federal Executive Committee on 
Metropolitan Areas, which makes 
recommendations to OMB concerning 
the MSA definitions, had not yet 
initiated its review. 

The delay in publication of the new 
MSA definitions will not allow us 
sufficient time to implement the revised 
MSAs in the FY 1993 final rule, which 
must be published by September 1.1992. 
'Therefore, we now plan to implement 
the revised MSA definitions based on 
1990 census data in FY 1994. Since 
OMB’s originally expected publication 
date was actually 1 year ahead of 
normal schedule (the MSAs based on 
1980 census data were announced in 


1983 and implemented in FY 1984), 
implementation of the revised MSAs in 
FY 1994 is within the 10-year census 
period. 'Therefore, we will announce the 
revised MSAs and describe their effect 
on the wage index and geographic 
reclassifications in the FY 1994 proposed 
rule. 

IV. Proposed Changes Concerning 
Reclassifications by the Medicare 
Geographic Classiffcation Review Board 

A. Background 

Section 6003(h)(1) of the Omnibus 
Budget Reconciliation Act of 1989 (Pub. 

L 101-239], enacted on December 19. 
1989, adde^ section 1886(d)(10] to the 
Act to provide for creation of the 
Medicare Geographic Classification 
Review Board (MGCRB). On September 
6,1990, we published an interim final 
rule with comment period (55 FR 36754) 
that provided for the establishment of 
the MGCRB and set forth the criteria for 
the MGCRB to use in considering 
applications by hospitals for geographic 
reclassification for purposes of payment 
under the prospective payment system. 
'The interim final rule also set forth 
requirements regarding the MGCRB’s 
composition and operational 
procedures. On June 4.1991, we 
published a final rule with comment 
period (56 FR 25458) that responded to 
comments on the September 6,1990 
interim final rule and implemented 
provisions of the Omnibus Budget 
Reconciliation Act of 1990 (Pub. L. 101- 
508, enacted on November 5.1990) 
concerning the MGCRB. 

Guidelines concerning the criteria and 
conditions for hospital reclassification 
are located at 42 CFR part 412 subpart L. 
SS 412.230 through 412.236. (Regulations 
concerning MGCRB composition and 
procedures are located at §§ 412.246 
through 412.280.) The purpose of the 
criteria is to provide direction, to both 
the MGCRB and those hospitals seeking 
geographic reclassification, with respect 
to the situations that merit an exception 
to the rules governing the geographic 
classification of hospitals for purposes 
of payment under the Medicare 
prospective payment system. Hospitals 
may be reclassified individually or as a 
group for purposes of their wage index 
or standardized amount or both. 

A request for reclassification must be 
filed by October 1 of the Federal fiscal 
year preceding the Federal fiscal year 
for which the reclassification decision ^ 
would be effective. For example, a ^ 
request for reclassification effective for 
FY 1994 must be filed by October 1. 

1992. 'The MGCRB is required to issue its 
decision within 180 days of October 1. or 
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by March 30. A reclassification decision 
by the MGCRB is generally effective for 
1-year. However, depending on its 
assessment of the facts supporting an 
individual hospital’s or group of 
hospitals' request for reclassification, 
the MGCRB may provide for an 
automatic 1-year renewal of its decision. 

Section 1886(d)(8)(D) of the Act 
requires that the effect of decisions of 
the MGCRB be budget neutral. Under 
this section, the Sectary is to adjust 
the standardized amounts for urban 
hospitals to ensure that total aggregate 
payments under the prospective 
payment system after implementation of 
the geographic reclassification 
provisions of sections 1886(d)(8)(B) and 
(C) and 1866(d)(10) of the Act are equal 
to the aggregate prospective payments 
that would have been made absent 
these provisions. Also, the standardized 
amounts for rural hospitals are to be 
adjusted to ensure that aggregate 
payments to rural hospitals not affected 
by these provisions neither increase nor 


decrease as a result of implementation 
of these provisions. 

The firet reclassification decisions 
issued by the MGCRB became effective 
on October 1,1991 for discharges 
occurring in FY 1992. On June 3,1991, we 
published a proposed rule setting forth 
the proposed FY 1992 payment rates 
under the prospective payment system 
(56 FR 25178). The proposed FY 1992 
standardized amounts and wage index 
values incorporated the reclassification 
decisions that had been made by the 
MGCRB as of March 30.1991. The 
impact analysis in the proposed rule 
indicated that the reclassification 
decisions would have a significant 
impact on the distribution of program 
payments. 

On August 30,1991, we published a 
final rule (56 FR 43196) setting forth the 
FY 1992 prospective payment system 
rates. In the Hnal rule, we responded to 
comments concerning the June 3.1991 
proposed rule and discussed the impact 
of the FY 1992 MGCRB reclassifications. 


In addition, we responded to comments 
concerning the June 4.1991 ffnal ;iile 
with comment period on the MGCRB 
procedures and recIassiOcation 
guidelines. 

The August 30,1991 final rule 
reflected 930 hospital reclassifications 
approved by the MGCRB and the HCFA 
Administrator as of August 5,1991 and 
effective for FY 1992. Over 75 percent of 
all reclassified hospitals are located in 
rural areas. As the following chart 
indicates, 75 percent of the reclassihed 
rural hospitals were reclassified for their 
wage index, 11 percent were reclassified 
for their standardized amount, and 14 
percent were reclassified for both. 

Twenty-five percent of the hospitals 
reclassified for FY 1992 are located in 
urban areas. Of the reclassified 
hospitals located in other urban areas, 

45 percent were reclassified for their 
wage index, 45 percent were reclassified 
for their standardized amount, and 10 
percent were reclassiHed for both. 


Distribution of Hospitals Reclassified for FY 1992 


Geographic location 

Pofcerrt redassifted for both wage mdex 
value and atarKterdized amount 

Percerrt redassifted for standardized amount 

Percent reclassified for wage index value 

Largo urten._ . 

1.9 

0.0 

98.1 

Other urt>an..... 

453 

10.1 

44 6 

Rural..... 

13.6 

11.0 

75.5 


The effects of the MGCRB 
reclassification decisions on FY 1992 
payments were significant. To meet the 
statutory budget neutrality 
requirements, each of the urban 
standardized amounts (large and other) 
was reduced 1.1 percent. Among all 
hospitals not reclassified, the overaU 
impact of hospital reclassifications was 
an average decrease in pa3rment per 
case of about 1 percent. 

The overall impact on reclassified 
hospitals in FY 1992 was to increase 
their payment per case by an average 
5.9 percent. Hospitals located in rural 
areas that were reclassified for purposes 
of both their wage index value and their 
standardized amount received an 
average increase of nearly 16 percent. 
Urban hospitals that were reclassified 
only for purposes of their standardized 
amounts received an average decrease 
in payments per case of 0.2 percent. This 
was because the average decrease in the 
wage index values for the urban areas 
from which other hospitals were 
reclassified for purposes of their wage 
index was greater than the average 
increase in urban standardized amounts 
after reclassiHcation to a large urban 
area. The decrease also reflected the 


budget neutrality adjustment for urban 
hospitals. 


Effects of FY 1992 Geographic Re¬ 
classifications ON Payments Per 
Case 



Percentage 
change m 
hospital 
payments 
per case 
from 

geographic 

reclassifica¬ 

tion 

AH redassified hospitals___ 

5.9 

StarKlardized amount only_ 

2.7 

Wage mdex or4y__ 

5.2 

Both.... ......... 

6.8 

All redassified urban hospitals.. 

3.7 

Standardized amount ody.. 

-0.2 

Wage Index only_ _ 

29 

Both.__ 

15.9 

All redassified rural hospitals_ 

6.0 

Standardized amount only.. 

5.7 

Wage index ody... 

68 

Both............... 

15.8 

All nonredassified hospitals.— 

-1.0 

Urban nonredassified hospitals_ 

-1.0 

Rural nomedassified hospitals — 

-0.1 


(The above analysis pertains to the 
impact of the FY 1992 geographic 
reclasslBcations. Comparable data for 


FY 1993 reclassifications may be found 
in Appendix A of this proposed rule. We 
note that the number of hospital 
reclassifications has increased from 930 
in FY 1992 to 1249 in FY 1993.) 

In the Au^st 30,1991 ffnal rule (56 FR 
43198), we discussed comments 
concerning geographic reclassification 
issues raised in the June 3,1991 and June 
4,1991 Federal Register documents. 
Many commenters addressed the impact 
of geographic reclassification on 
payments to hospitals. 

Several commenters stated that we 
should suspend implementation of the 
June 4,1991 ffnal rule and extend the 
application deadline for FY 1993 
reclassifications in order to allow time 
to reevaluate the appropriateness of the 
guidelines. A numl^r of commenters 
pointed out potential problems with the 
application process in future years. In 
response to the comments, we stated 
that we intended to evaluate the FY 1992 
reclassifications made under the current 
guidelines and to propose such revisions 
as may be appropriate for future 
application cycles. We solicited 
comments concerning possible 
acceptable approaches on potential 
changes to the reclassification 
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guidelines. We indicated that we would 
consider all comments received by 
October 29.1991 in developing any 
proposed rulemaking document that we 
would issue concerning the 
reclassification guidelines. We noted 
that this process would not be 
completed in time to revise the 
guidelines for the application period for 
the FY 1993 reclassifications and that 
any revisions in the guidelines would be 
effective no earlier than FY 1994 
reclassifications (for which the 
application period ends October 1.1992]. 

We also indicated that any revisions 
to the guidelines would need to be 
considered in conjunction with potential 
changes to labor market definitions. 
HCFA as well as ProPAC is evaluating 
alternative methods for defining labor 
market areas, and refinements could be 
implemented as early as FY 1994. Thus, 
it is possible that MGCRB 
reclassification decisions based on 
revised guidelines could be implemented 
at the same time refined labor market 
areas are established. 

B. Discussion of Comments 

In response to our request in the 
August 30.1991 final rule, for comments 
concerning the MGCRB guidelines, we 
received 134 letters by the October 29. 
1991 deadline. Few of the comments 
dealt with the specifics of the guidelines; 
instead, most offered general comments 
on the merits of geographic 
reclassifications. For example, we 
received 106 similar letters from 
reclassified rural hospitals in support of 
the reclassification guidelines. The 
commenters stated that the guidelines 
were fair and equitable; that HCFA 
should refrain from making any changes 
until the impact of the prospective 
payment system for capital-related costs 
could be evaluated; that Congress 
created the MGCRB to remedy 
significant payment inequality in the 
prospective payment system; and that it 
was appropriate for urban hospitals to 
be affected adversely by the 
reclassifications since they had received 
relatively higher payments in the past. 

In contrast, we received 28 letters 
from urban hospitals and associations 
stating the guidelines were too liberal 
and urging that they be tightened 
considerably. These commenters 
suggested eliminating the budget 
neutrality provision, removing the hold 
harmless provision that protects rural 
hospitals from receiving lower payments 
as a result of geographic 
reclassifications, and phasing in the 
reclassifications by paying 50 percent of 
the increased amount in FY 1992 and the 
entire amount in FY 1993. Since these 
proposals would require legislative 


changes, we are not addressing them in 
this document. 

One commenter suggested using more 
recent wage survey data from the cost 
report instead of the HCFA wage 
survey. However, as we have previously 
indicated in response to comments 
recommending that more current wage 
data be used (see June 4,1991 final rule 
(56 FR 25471)). it is essential to use 
standard data for the same time period 
so that the wage comparisons can 
appropriately reflect labor costs for the 
same point in time. Hospital payroll 
data for other than the cost reporting 
period ending in 1988 would not be 
audited or otherwise verified and, 
therefore, cannot be used. However, we 
note that, beginning in FY 1994. we will 
be updating the wage index annually 
based on a revised cost reporting form. 

Two commenters suggested that the 
adjacency requirements should be 
removed in order to expand the number 
of hospitals eligible for reclassification 
and to allow hospitals to be reclassified 
into the MSA most relevant to the 
applicant's labor market. However, as 
we indicated in the June 4.1991 final 
rule, in response to comments 
concerning the adjacency requirement 
(56 FR 25472), there is ample precedent 
for requiring that hospitals seeking 
reclassification to a different geographic 
area be located in a county that is 
adjacent (that is. contiguous) to that 
area. The adjacency requirement is 
consistent with the way OMB defines 
urban areas and is also consistent with 
the provision in section 1886(d)(8)(B) of 
the Act that allows hospitals in certain 
rural counties that are adjacent to more 
than one MSA to be deemed urban for 
prospective payment purposes. 
Accordingly, we are proposing no 
changes to the adjacency requirement. 

Also^ two commenters asked that we 
preserve the special access rule for sole 
community hospitals and rural referral 
centers. Our proposed changes affecting 
sole community hospitals and rural 
referral centers are discussed below, 
along with other proposed changes, in 
section IV. C. of this preamble. 

C. Proposed Changes to the Regulations 

The proposed changes In the 
reclassification guidelines as based on 
public comment and our analysis of the 
FY 1992 reclassifications. Since the 
effects of reclassifications must be 
budget neutral, increased payments to 
one group of hospitals are offset by 
reduced payments to other groups. 
Therefore, we must assure both that 
those hospitals meriting reclassification 
are afforded proper consideration and 
that other hospitals are protected from 
the effects of inappropriate 


reclassifications. In addition, a number 
of issues concerning the reclassification 
guidelines have arisen that warrant 
clarification in the regulations. 

Accordingly, we are proposing the 
following changes to the guidelines, 
which we believe will result in more 
appropriate reclassifications. The 
changes would be effective for 
applications submitted by October 1, 
1992 for geographic classifications to be 
implemented on October 1.1993 (FY 
19^). The proposed changes would not 
affect reclassifications that would be 
effective for discharges occurring in FY 
1993. Given the 1-year time lag between 
the effective date of any proposed 
changes to the MGCRB regulations and 
the effect of these changes on hospital 
reclassifications, we believe it is 
essential that the following proposed 
changes be implemented in time to 
affect applications that will be 
processed by the MGCRB during FY 
1993. 

1. General Guidelines—Reclassifications 
for Individual Hospitals 

a. Reclassification to a Single 
Geographic Area (§ 412.230(a)(1)). 
Section 412.230(a)(1) provides that an 
individual hospital may seek 
reclassification to "an adjacent urban or 
rural area" for purposes of using the 
other area's standardized amount, wage 
index, or both. As evidenced by the use 
of the singular in describing the area to 
which a hospital could be reclassified 
(i.e., an adjacent rural or urban area), 
the intent of this provision is that a 
hospital may seek reclassification to 
only one area. There is no provision for 
a hospital to seek reclassification to 
more than one area. Nevertheless, 
because the regulations do not 
specifically prohibit reclassifications to 
more than one area, several hospitals 
have been granted reclassification to 
two separate areas—one for the wage 
index and one for the standardized 
amount. 

We do not believe it is appropriate for 
a hospital to be reclassified to more 
than one area. The purpose of the 
MGCRB process is to permit hospitals 
that are disadvantaged by their 
geographic classification to obtain a 
more appropriate classification to the 
area with which they have the most 
economic interaction. Accordingly, 
although hospitals may be reclassified 
either for purpose of the wage index, 
standardized amount, or both, we did 
not intend to allow hospitals to qualify 
for reclassification to one area for its 
wage index and another area for its 
standardized amount in those situtions 
where they cannot qualify for 
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reclassification to one area for both the 
standardked amount and wage index 
purposes. Therefore, we are proposing 
to revise $ 412.230(a)(1) to specify that a 
hospial may seek reclassification to only 
one area. In situations where a hospital 
can qualify for the wage index of one 
area and the standardL^d amount of 
ano her area, the hospital must decide 
whi ':h area it wishes to be reclassified 
to and must indicate its decision in its 
application. 

b. Individual Urban Hospital 
Reclassification to a Rural Area 
(§ 412^30(a)f Section 412.230 sets forth 
the guidelines *for an individual 
hospital seeking redesignation to a 
different rural or urban area.** However, 
there is no provision under the 
regulations for a hospital to seek 
reclassification from an urban area to a 
rural area for purposes of the wage 
index. In the preamble to the June 4, 

1991 final rule (56 FR 25468), under the 
General Principles section, we 
specifically listed the various types of 
permissible reclassifications (that is, 
rural to urban, urban to urban, and rural 
to rural). We believe that our intent was 
clear that a hospital must already be 
located in a rural area if it is seeking 
reclassification to “another rural** area 
or “a different rurar area. However, the 
MGCRB has approved several requests 
from urban hospitals for reclassiffcation 
to rural areas for purposes of the wage 
index. 

The regulations do not provide for 
such reclassifications, nor do we believe 
whose reclassifications are appropriate. 
Although an urban hospital may be 
located near the border of a rural area, 
generally that hospital's competitive 
marketplace is more closely tied to the 
urban hospitafs in its MSA than to the 
rural hospitals that are dispersed 
throughout the rural counties in the 
State. On the other hand, since rural 
areas are made up of all rural counties 
in an entire State, for a rural hospital to 
meet the proximity criteria for 
reclassification to another rural area. It 
would have to be located within 35 
miles of the State border and, therefore, 
could be more like rural hospitals in the 
next State than the rural hospitals in its 
own State. Accordingly, while we allow 
a rural hospital to be reclassified to 
another rural area, we do not believe it 
is appropriate to allow an urban 
hospital to be reclassified to a rural 
area. Therefore, we are revising 
S 412J230(a)(l) to clarify that the only 
types of redassifications that are 
permissible are rural to urban, urban to 
urban, and rural to rural 
reclassifications. 


c. Special Access Rule for Rural 
Referral Centers and Sole Community 
Hospitals Seeking Reclassification 

§ 412.230(a)(4). Section 
1886(d)(10)(D)(i)(lIl) of the Act requires 
that the MGCi^ guidelines indude 
criteria for considering information 
provided by a hospital with respect to 
the effects of the hospital's geographic 
classification on access to inpatient 
hospital services for Medicare 
benefidaries. Generally, access to care 
is not an issue except for those areas 
serviced by rural referral centers and 
sole community hospitals. Under the 
special access guidelines at 
§ 412.230(a)(4), we exempt rural referral 
centers and sole community hospitals 
from the adjacency and proximity 
requirements in SS 412.230(a)(2) and 
(a)(3). If a rural referral center or sole 
community hospital can qualify for 
reclassification on the basis of its wages 
or costs and is unable to meet the 
proximity requirements in 
S 412.2^a)(3), it can apply for 
reclassification based on the need to 
provide access to care for Medicare 
benefidaries. If the MGCRB finds that 
the hospital qualifies for redassification 
under $ 412.!^0(a)(4), it must be 
reclassified to the MSA closest to the 
hospital. Alternatively, a sole 
community hospital or rural referral 
center may apply for reclassification 
under the general proximity criteria in 
S 412.230(a)(3), in which case the 
hospital would not be limited to 
reclassification to the closest urban 
area. 

Consistent with the change we are 
proposing to S 412.230(a)(1). we are 
proposing that a sole community 
hospital or rural referral center may not 
apply under both the special access rule 
and the general proximity criteria in 
order to reclassify to different areas for 
wage index and standardized amount 
purposes. In the past, some hospitals 
have qualified under S 412.230(a)(2) and 
§ 412.230(a)(3) for either the wage index 
or standardized amount redassification, 
and used the special access guidelines 
at § 412.230(a)(4) to waive the adjacency 
and proximity requirements and qualify 
for reclassification to the doses! urban 
area for the other redassification. 

Again, the intent of the guidelines is to 
allow a hospital to seek redassification 
to the one area with which it has the 
most economic interaction, either under 
the special access rule, if applicable, or 
under the proximity guidelines. 

d. Guidelines for a Hospital 
Requesting Reclassification for Wage 
Index Purposes. Currently, under 

S 412.230(e), a hospital meeting the 
proximity requirement may be 


redassified for purposes of the wage 
index if it can demonstrate that its 
wages are at least 85 percent of the 
average hourly wage for the area to 
which it requests redassification. A 
hospital that cannot meet the 85 percent 
standard may nevertheless qualify for 
reclassification if it can demonstrate 
that its average hourly wage, when 
adjusted for occupational mix. is at least 
90 percent of the average hourly wage 
for the area to which it requests 
reclassification. There are no 
requirements regarding the relationship 
between the average hourly wage of the 
hospital and the average hourly wage of 
the hospitals in its original labor market 
area. Using these criteria, the MGCRB 
redassified more than 843 hospitals for 
purposes of their FY1992 wage index. 

In the August 30,1991 final rule, we 
stated that we would reexamine the 
guidelines and propose revisions for 
future application cydes, if appropriate 
(56 FR 43202). To assess whether the 
wage index redassifications were 
appropriate, we examined the average 
hourly wages of the redassified 
hospitals and compared them to the 
average hourly wages for the hospitals 
in their original labor market area and in 
the area to which they were reclassified. 

In addition, we determined the 
amount of variation in the average 
hourly wages among hospitals in the 
same labor market area. We divided the 
wages for each hospital in the 
prospective payment system by the 
average hourly wage for each hospital's 
original labor market area. We found 
that, on average, hospitals have an 
average hourly wage that is 96 percent 
of the average hourly wage for their 
labor market. The average hospital 
hourly wage is less than the average 
hourly wage for the area because Oie 
latter is hour-weighted and larger 
hospitals tend to have higher wages. We 
determined that the national standard 
deviation was 12 percent. Assuming a 
normal distribution, 68 percent of 
hospitals nationwide have an average 
hourly wage that is at least 84 percent 
and less than 108 percent of the average 
hourly wage of the area in which they 
are located. 

The relationship between the average 
hourly wage of redassified hospitals 
and the average hourly wage in their 
original labor market area is 
demonstrated by the table below. We 
found that 36 percent of the reclassified 
hospitals had wages that were less than 
100 percent of wages in the area from 
which they were redassified. An 
additional 35 percent had wages that 
were less than 108 percent of, or one 
national standard deviation above, their 
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old area. An additional 17 percent had 
wages that were less than 115 percent of 
their original labor market area. 


1992 Wage Index Reclassifications 



Percent 
of wage 
index 
redassF 
hcabons 

Number 

of 

hoepi- 

tais 

Hospitals with wages less 
than 100% of old wage 
area .... 

38 


Wage 

242 

Wage and rate.. 


51 

Hospitals with wages greater 
than 100% and less than 
106% of old wage area.._ 

35 

Wage only- 

Wage and rate.... 


216 

70 

riospitBfB With wages greater 
than 108% and less than 

115 % of old wage area. 

Waige only. .. .. 

17 

120 

Wage flt'yil 'ate . 


22 

Hospitals with wages greater 
than 115% of old wage 

12 

...... 

Wage only......~. 

76 

Wage and rate......__ 


18 

Total wage redassilH 
cations.. 


615 




Nola^Table indudes only hospitals for which 
cost reporting data kx FY 1909 are avatabla 


We believe the reclassification 
process was established to provide a 
mechanism that would allow hospitals 
to effect a change in their geographic 
location only in those situations where 
hospitals had been clearly 
disadvantaged by their current 
classification. As the above analysis 
demonstrates, however, hospitals may 
be reclassified under the current wage 
guidelines even though, as evidenced by 
the relationship between their average 
hourly wages and their old wage area, 
they may not be disadvantaged by 
remaining in their original labor market 
area. Based on this analysis of the FY 
1992 reclassifications, we are proposing 
to revise the guidelines to ensure that 
hospitals are appropriately reclassified. 

We believe that a hospital should not 
be reclassified unless its average hourly 
wage is significantly out-oMine with the 
average hourly wages of the area in 
which it is located and is in line with the 
average hourly wages of the area to 
which it requests reclassification. The 
changes we are proposing reflect this 
belief that the purpose of the MGCRB is 
to address only those situations in 
which a hospital is clearly 
disadvantaged by its wage index value 
under the existing labor market area 
definitions. In our view, the 
reclassification of hospitals whose 
wages are comparable to those of other 
hospitals in their labor market area 
results in a fundamental restructuring of 


labor market areas that is more 
appropriately handled systematically 
through refinement in the labor market 
area definitions than on an individual 
hospital basis through the MGCRB 
process. (As noted above in section 
IV.A. of this preamble, we are 
evaluating alternative methods for 
defining labor market areas, and 
refinements could be implemented as 
early as FY 1994.) 

Specifically, our proposal would add 
the requirement that a hospital cannot 
be reclassified unless its average hourly 
wage is at least 108 percent of the 
average hourly wage of the area in 
which it is located. The 108 percent 
threshold is based on the average 
hospital wage as a percentage of its area 
wage (96 percent) plus one standard 
deviation (12 percent). Currently, the 85 
percent standard for the relationship 
between the hospital's wages and the 
average hourly wage of the area to 
which it requests reclassification (found 
in S 412.230(a)) approximates the 
average hospital wage as a percentage 
of its area wage less one standard 
deviation. (To be consistent, this 
proposal would also replace the 85 
percent standard %vitli an 84 percent 
standard (96 percent minus one 
standard deviation)). Thus, to qualify for 
a wage index reclassification, a hospital 
would be required to have an average 
hourly wage that is more than one 
national standard deviation above its 
original labor market area and not less 
than one national standard deviation 
below its new labor market area. We 
estimate that 71 percent of the hospitals 
that were reclassified in FY 1992 would 
not have qualified for wage index 
reclassifications if this guideline had 
been in effect This includes 89 percent 
of the urban hospitals and 06 percent of 
the rural hospitals that qualified for 
wage index reclassifications in FY 1992. 

We are proposing to adopt this change 
as an additional standard for wage 
index reclassifications. We believe It is 
reasonable and appropriate to require 
that a hospital's wages be out^oMine 
with its own area and not merely that its 
wages be in line with the area to which 
it seeks to be reclassified. We believe 
that the 108 percent standard, which 
takes into account the average variation 
in average hourly wages within a labor 
market area, is appropriate. 

As noted above, we believe the 
reclassification process was established 
to provide a mechanism that would 
allow hospitals to effect a change in 
their geographic classification only in 
those situations where hospitals had 
been clearly disadvantaged by their 
current classification. Since a hospital's 


wage index value is limited by the 
average of all the salaries and hours in 
its lal^r market area, it could be 
disadvantaged if it is near the border of 
that area and incurs labor costs that are 
significantly above the average for the 
area, and at the same time must 
compete with hospitals in another area 
that has higher wage costs. 

Therefore, we believe it is appropriate 
to require a hospital to demonstrate that 
it is at least one national standard 
deviation above the average hourly 
wage for its labor market area. We 
believe that this is an accepted 
statistical measure of variation from a 
norm. In addition, with respect to the 
existing requirement that a hospital's 
wages be at least 85 percent of the 
average hourly wage for the area to 
which it requests reclassification, we 
are proposing to reduce the threshold to 
84 percent to provide a consistent 
normative standard for both required 
components of the reclassification 
process. The 84 percent standard is one 
standard deviation (12 percent) below 
the average hospital wage as a 
percentage of its area wage (96 percent). 

In proposing this revision to the wage 
guidelines, we also considered three 
other options. One alternative guideline 
we considered was to require that a 
hospital could not be reclassified unless 
its average hourly wage was at least as 
great as the average hourly wage of the 
area in which it was located. Since the 
wage index is based on the average 
hourly wage of the area, a hospital 
whose average hourly wage is less than 
the average hourly wage of the area in 
which it is located is not disadvantaged 
by its original wage index. To the 
contrary, the hospital is already 
receiving a wage index adjustment that 
more than compensates for its wage 
levels. Therefore, we believe 
reclassification for purposes of receiving 
an even higher adjustment would not be 
appropriate. Moreover, since the 
salaries and hours of all hospitals in a 
given labor market area make up the 
average hourly wage, it is fully expected 
that some hospitals will have an 
average hourly wage that is above the 
average for that area and some will 
have an average hourly wage that is 
below it For these reasons, we believe 
it is more appropriate to adopt a 
guideline that would require a hospital 
to have an average hourly wage that is 
out of line with its own labor market 
area. 

A second alternative guideline we 
considered was to require that a 
hospital chn not be reclassified unless 
its average hourly wage is at least 115 
percent of the average hourly wage of 
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the area in which it is located. To 
qualify for a wage reclassification under 
this option, a hospital would be required 
to have an average hourly wage that is 
at least 15 percent above the average 
hourly wage of the area in which it is 
located and no more than 15 percent 
below the average hourly wage of the 
area to which it requests 
reclassification. Thus, this option would 
retain the current 85 percent standard 
for the relationship between the 
hospital’s wages and the average hourly 
wage of the area to which it requests 
reclassification. This option provides a 
consistent 15 percent **out-oMine” test 
for both the comparison with a 
hospital's own labor market area and 
the area to which it seeks 
reclassification. While we believe it is 
reasonable to require a hospital to have 
an average hourly wage that is out-of- 
line with other hospitals in its area 
before it is eligible for reclassification, 
we believe that the 115 percent 
requirement may be too stringent and 
that a more reasonable test would be to 
require that the hospital's average 
hourly wage be at least one national 
standard deviation above the average 
for its own labor market area. 

Finally, we considered proposing no 
change in the guidelines in FY 1994. 
While we recognize the adverse impact 
that the revised guideline would have on 
hospitals that would no longer qualify 
for wage index reclassifications, there 
are other considerations that lead us to 
reject this option and propose a revised 
guideline. First, given the budget 
neutrality provision, we believe we have 
a responsibility to all hospitals to ensure 
that only appropriate reclassifications 
occur. Second, the results of our 
analysis clearly indicate that a 
significant number of hospitals are being 
reclassified that are not disadvantaged 
by their current wage index. In addition, 
the FY 1994 wage index will reflect more 
recent wage data and revised labor 
market areas. An improved wage index 
and redefined labor market areas may 
help mitigate the impact of no longer 
qualifying for reclassification. In ^is 
regard, we anticipate that some rural 
hospitals will be located in urban areas 
after the MSAs are revised to reflect the 
1990 census. 

Accordingly, we are proposing to 
review the wage index guidelines at 
§ 412.230(e) to specify that a hospital 
can be reclassified only if its average 
hourly wage is least 108 percent of the 
average hourly wage of hospitals in its 
original labor market area and at least 
84 percent of the average hourly wage of 
the hospitals in the area to which it is 
seeking reclassification or 90 percent of 


the average hourly wage after 
adjustment for occupational mix. (The 
90 percent standard based on 
occupational mix would remain 
unchanged.) Although we are proposing 
to make these changes, we specifically 
invite comment on the alternative 
options we considered as well as on our 
proposal. 

We note that the hospital-specific 
wage data currently supplied to 
hospitals by HCFA during the 
application process already reflect the 
average hourly wage for the hospitals's 
own labor market area. Therefore, the 
proposed additional wage criterion 
would not significantly increase the 
documentation a hospital must submit to 
support its application. For purposes of 
determining whether a hospital meets 
the 108 percent criterion, the hospital's 
average hourly wage is Included in the 
average for its labor market area. 

While the proposed changes would 
have a significant effect on the number 
of hospitals that qualify for wage index 
reclassifications, we note that these 
changes would not affect hospital 
reclassifications until FY 1994, and thus 
would coincide with the next update to 
the HCFA wage index and the revised 
labor market definitions. We believe the 
use of more recent data in computing the 
area wage index values, coupl^ with 
improved labor market areas, should 
help to mitigate the impact the proposed 
changes might have on payments to 
hospitals, since the wage index will 
better reflect hospital wage levels within 
each labor market area. 

In addition, our analysis indicates that 
if the proposed guidelines had been in 
effect in FY 1992, the urban budget 
neutrality adjustment would have been 
51.6 percent lower. In other words, the 
urban standardized amount would have 
been reduced by 0.57 percent instead of 
1.1 percent. 

e. Guidelines for a Hospital Seeking 
Reclassification for Purposes of its 
Standardized Amount A hospital 
qualifies for reclassification for 
purposes of its standardized amount if it 
can demonstrate that its costs per case 
are more comparable to the amount the 
hospital would be paid if it were 
reclassified than to the amount it is paid 
under its current classification. 
Accordingly, in order for a hospital to 
qualify for reclassification for purposes 
of its standardized payment amount. 

S 412.230(d)(2) requires that a hospital 
demonstrate that its case-mix adjusted 
cost per discharge is at least equal to its 
current rate plus 75 percent the 
difference between that rate and what it 
would receive if it were reclassified. 


We are not proposing a change in the 
guideline for individual hospital 
reclassifications for purposes of the 
standardized amount. As a general 
principle, we believe that inefficient 
hospitals should not be rewarded by 
geographic reclassification. Accordingly, 
in reviewing the guidelines, we wanted 
to determine whether the criteria for 
reclassification for purposes of the 
standardized amount result in the 
reclassification of hospitals that have 
high costs because they are operating 
inefficiently rather than because they 
are comparable to the hospitals in the 
area to which they are seeking 
reclassification. However, our 
examination of the characteristics of the 
hospitals that were reclassified for their 
standardized amount does not indicate 
there is a significant incidence of 
inappropriate reclassifications. Although 
rural hospitals that were reclassified for 
only the standardized amount have an 
average occupancy rate that is nearly 4 
percentge points below the mean for 
rural hospitals (41 percent), rural 
hospitals that were reclassified for both 
the standardized amount and the wage 
index as well as other urban hospitals 
that were reclassified to large urban 
areas have average occupancy rates that 
are comparable to the average urban 
hospital occupancy rate. 

Further, any revision in the guideline 
for standardized amount 
reclassifications would have limited 
impact. Any revised guideline would not 
take effect before FY 1994, and in FY 
1995, under section 1886(b)(3)(B)(i)(x) of 
the Act, the other urban and rural rates 
will be merged into a single rate. The 
large urban rate will be only 1.6 percent 
larger. These changes will reduce the 
significance of the standardized amount 
reclassifications. 

Moreover, there is no commonly 
accepted measure of hospital efficiency 
that could be used to establish an 
objective standard for reclassification. 
As with the other guidelines for 
reclassification, we believe that an 
objective standard for efficiency would 
be necessary to ensure that aU hospitals 
are treated fairly and consistently, to 
facilitate the application process, and to 
expedite the determination process for 
geographic reclassifications. Therefore, 
we are not proposing a change in the 
guideline for individual hospital 
reclassifications for purposes of the 
standardized amount. 

f. Application of Numeric Standards. 
The relations at § 412.120(b)(1) specify 
that in order to qualify for 
reclassification, an urban hospital must 
be located "no more than 15 miles" and 
a rural hospital "no more than 35 miles" 
















Federal Register / VoL 57, No. 108 / Thursday, June 4, 1992 / Proposed Rules 


23637 


from the adjacent area to which it seeks 
redesignation. In addition. S 412230(e) 
specifies that the average hourly wage 
of a hospital seeking reclassification 
must be equal to *^at least 85 percent or. 
if adjusted for occupational mix. *'at 
least 90 percent" of the average hourly 
wage of hospitals in the labor market 
area to which it seeks reclassification. 
Section 412.232(c) sets forth the same 
criteria for group reclassifications. We 
believe the words "no more than" and 
**at least" clearly describe our intent 
that these numeric standards represent 
the maximum and minimum acceptable 
standards. In other words, we intended 
that any figure greater than 35 miles 
(such as 35.4) or any figure less than 90 
percent (such as 89.9 percent) would not 
meet these standards. 

In a number of its decisions, the 
MGCRB has interpreted the regulations 
at SS 412.120(b)(1) and 412.230(e) to 
require the use of standard rounding 
rules to evaluate the data contained in 
reclassification applications against the 
numeric standards contained therein. 
However, as explained above, we 
believe that the plain meaning of the 
current regulations clearly indicates that 
we did not intend these standards to be 
subject to the rules of rounding. 
Moreover, the application of rounding 
rules is inconsistent with HCFA’s past 
practices and policies governing the 
application of numeric standard. For 
example, the Medicare statute 
establishes a number of numeric 
standards such as those related to the 
qualifying criteria for disproportionate 
share hospital adjustments and special 
status as Medicare-dependent small 
rural hospitals. These standards are set 
forth in the statute as minimum criteria 
described in terms of whole numbers. In 
applying these standards. HCFA has 
consistently precluded rounding in 
determining whether a hospital qualifies 
for a special payment status, and 
Congress has not indicated any contrary 
intent that would override that 
interpretation. Accordingly, the 
Administrator has reversed MGCRB 
decisions where a hospitars 
reclassification request had been 
approved on the basis of rounding to 
meet the prescribed standards. In order 
to ensure that this policy is applied 
consistently throughout the adjudicative 
process, we are modifying the MGCRB 
regulations in each section where a 
numeric standard is set forth to specify 
that rounding is not permitted. 

2. Implementation of FY 1994 Hospital 
Reclassifications 

a. Appropriate Wage Data. As noted 
above, requests for geographic 
reclassification by the MGCRB must be 


filed by October 1 of the Federal fiscal 
year preceding the Federal fiscal year 
for which the reclassification decision 
would be effective. Thus, a request for 
reclassification for FY 1994 must be filed 
by October 1.1992. The MGCRB ivill 
consider the request and makes its 
determination during FY 1993 and the 
reclassification becomes effective for FY 
1994. 

Current regulations at SS 412.230(e)(2) 
and 412.232(d)(2) specify that the wage 
data that hospitals submit in support of 
their applications for geographic 
reclassification should be taken from the 
most recent HCFA hospital wage 
survey. For applications for 
reclassification effective either for FY 
1992 or 1993, the most recent wage data 
has been from the HCFA survey 
covering hospitals with cost reporting 
periods ending in calendar year 1988. 
However, section 1886(d)(3)(E) of the 
Act requires that the hospital wage 
index be updated annually beginning 
October 1.1993. This means that in ^ 
1994, the wage index will be based on 
the HCFA wage data covering hospitals 
with cost reporting periods beginning in 
FY 1990. However, this data will not be 
available on October 1,1992, when the 
MGCRB begins to consider applications 
for FY 1994 geographic reclassifications 
(although it may become available later 
in FY 1993). To ensure that all hospitals 
are treated equitably, we believe that 
the MGCRB should base its 
determinations on the wage data that 
are in effect for prospective payment 
purposes during the fiscal year in which 
the MGCRB makes its decision, even if 
more recent wage survey data becomes 
available during that time period. This 
policy is necessary because the wage 
data will be submitted throughout the 
year as part of the HCRIS system and 
are subject to change as additional cost 
reports are submitted and the status of 
the cost reports change from "as 
submitted" to "settled." The comparison 
of a hospital's average hourly wage to 
that of other hospitals is subject to 
change until the final wage index is 
issued around each September 1 for the 
coming fiscal year. We note that while 
some hospitals would benefit from the 
updated data, other hospitals would 
benefit from a delay in using the 
updated data. 

Therefore, we are proposing to revise 
SS 412.230(e)(2) and 412.232(d)(2) to 
clarify that the appropriate wage data 
are the data used to construct the wage 
index in effect for prospective payment 
purposes during the year in which the 
MGCRB considers the applications. 
Because the wage data will be updated 
annually beginning in FY 1994, there will 


always be a 1-year lag between the 
wage data used by the MGCRB to make 
its determinations and the data used to 
develop the wage index in elTect during 
the year reclassification is effective. 

b. Revised Labor Market Areas- As 
noted in section 111.E. of this preamble, 
in FY 1994 we expect to implement 
revised MSA definitions based on the 
1990 census data. The revised labor 
market areas that will be effective for 
FY 1994 will be based on the new MSA 
definitions that will be announced by 
OMB later this year, as well as any 
refinements in the labor market area 
definitions that our analysis indicates 
would be appropriate. As in the past, we 
anticipate significant changes to the 
MSA definitions, including the creation, 
elimination, or merging of MSAs, as well 
as the movement of counties from one 
MSA to another. 

OMB is not expected to publish 
revised MSA definitions until later this 
year, by which time most or all hospitals 
may have already submitted their 
applications for FY 1994 reclassification. 
Even if the revised MSA definitions 
were to be published in time for some 
hospitals to submit new or revised 
requests for reclassification, it would 
not be equitable or administratively 
feasible for the MGCRB to use two 
different sets of MSA definitions in 
making its determinations on 
reclassification requests. For example, if 
an MSA is revised to comprise different 
counties, the average hourly wage for 
that area would also change. This could 
affect a hospital's eligibility for 
reclassification. It will not be 
administratively feasible for us to 
develop a new wage index based on the 
reconfigured MSAs in time for the 
MGCRB to take the revised labor market 
areas into account in considering 
applications during FY 1993. In addition, 
a hospital's ability to meet the proximity 
guidelines may be affected by the new 
MSAs. To be consistent and equitable to 
all hospitals, hospitals that are applying 
for geographic reclassification effective 
in FY 1994 will need to base their 
requests on the current MSA definitions, 
and the MGCRB will make its 
determinations during FY 1993 based on 
the MSA definitions used for 
prospective payment purposes in FY 
1993. 

In constructing the FY 1994 wage 
index, it will be necessary for us to 
group hospitals into their appropriate 
labor market areas based on the 
reconfigured MSAs and any other 
refinements in the labor market area 
definitions, and to determine where 
reclassified hospitals should be located 
and if a reclassification is appropriate. 







23638 


Federal Register / Vol. 57, No. 108 / Thursday, June 4, 1992 / Proposed Rules 


For example, the revised labor market 
area dehnitions could place a rural 
hospital into a different urban area than 
the labor market area to which it has 
been reclassified by the MGCRB. In 
such a case, it may no longer be to the 
hospitaPs advantage to be reclassified 
into the area to which it requested 
reclassiffcation. In order to address 
situations such as these, the proposed 
rule on the prospective payment system 
for FY 1994 will provide a detailed 
discussion of our proposed policies 
concerning the effects of the new labor 
market area definitions on the 
geographic reclassification of hospitals. 
We note that, as provided in 
{ 412.273(a)(2), a hospital will have 45 
days from publication of the FY 1994 
proposed rule to withdraw its 
application for reclassiffcation if it 
determines that such reclassiffcation 
would not be advantageous in view of 
the revised wage data or new labor 
market areas that will be implemented 
in FY 1994. The revised MSA definitions 
will be used by the MGCRB in making 
determinations for FY 1995 
reclassiffcation requests, which must be 
submitted to the MGCRB by October 1, 
1993. 

3, Administrative and Procedural 
Guidelines 

a. Withdrawing an Application 
§ 412.273, The June 4,1991 final rule with 
comment period (58 FR 25458) added 
§ 412.273 to the regulations to provide 
that a hospital may withdraw an 
application for reclassiffcation at any 
time before the MGCRB issues a 
decision. The regulation further provides 
that a hospital may withdraw its 
application following an MGCRB 
decision provided the request for 
withdrawal is received within 45 days of 
HCFA's annual publication of proposed 
changes to the prospective payment 
system. However, § 412.273 does not 
specify to whom a hospital should 
submit its request for withdrawal. 
Moreover, although $ 412.256(d) sets 
forth the appeal rights of a hospital that 
disagrees with a decision of the MGCRB 
dismissing the hospital's application for 
reclassiffcation, the regulations do not 
provide similar appeal rights for a 
hospital whose request for withdrawal 
has been denied. 

We propose to revise i 412.273 to 
specify that a hospital's request for 
withdrawal of an application must be 
submitted to the MGCRB. Additionally, 
we propose to add a new paragraph (c) 
to S 412.273 to provide appeal rights for 
a hospital whose request for withdrawal 
has been denied by the MGCRB. We 
propose that a hospital may request that 
the Administrator review the MGCRB's 


denial within 15 days of the date of the 
notice of denial. Within 20 days of 
receipt of the hospital's apped request, 
the Administrator will either affirm or 
reverse the denial. 

b. Reopening, Section 
1886(d)(10)(C)(iii) of the Act establishes 
time liii^ts for MGCRB and 
Administrator decisions to ensure that 
the effects of reclassiffcation are 
reflected in the new standardized 
amounts and wage index values that 
take effect on October 1 of each year for 
hospitals under the prospective payment 
system. Therefore, prompt adjudication 
by either the MGCl^ or the 
Administrator is essential to ensure that 
the budget neutrality requirement in 
section 1886(d)(8)(D) of the Act is met 
when the annual prospective payment 
system rates are established. 

We have received several requests for 
reopening of MGCRB decisions after the 
15-day appeals period set forth in 
S 412.276(a), as well as requests for 
reopening of decisions issued by the 
Administrator. Section 412.276(a) of the 
regulations provides that a decision by 
the MGCRB is final and binding unless 
the decision is reviewed and changed by 
the Administrator. Neither the statute 
nor the regulations gives the MGCRB the 
authority to reopen its decision. We 
have considered possible revisions to 
the MGCRB regulations to provide for 
reopening. However, due to the 
statutory deadlines provided in section 
1886(d)(10)(C) of the Act. we do not 
believe that a decision by the MGCRB 
or the Administrator should be subject 
to subsequent reopening either on 
motion of the hospital or the applicable 
reviewing authority. As noted above, 
administrative finality is essential under 
this particular review scheme to achieve 
budget neutrality. Accordingly, we do 
not believe it would be appropriate to 
provide for reopening of decisions, in 
the same way as provided under 
§ 405.750 or § 405.1885, for decisions by 
the MGCRB or the Administrator 
concerning applications for geographic 
reclassiffcation filed under section 
1886(d)(10) of the Act. 

We further believe procedures for 
reopening MGCRB decisions are 
unnecessary because existing 
regulations provide ample opportunity 
for final resolution of issues that may 
arise in the adjudication of applications 
for reclassiffcation. For example, 
hospitals that are dissatisfied with 
MGCRB decisions concerning their 
requests for reclassiffcation may appeal 
those decisions to the Administrator 
within the time period in $ 412.276(a). 
(As noted above, hospitals would also 
have the right to appeal both MGCRB 


decisions concerning requests to 
withdraw an application and MGCRB 
dismissals.) In addition, the 
Administrator may review a MGCRB 
decision at his or her discretion within 
the time period prescribed in 
§ 412.278(c). 

We believe that this review process 
provides sufficient protection for* 
hospitals and HCFA in those instances 
where a provider or the Administrator 
believes that a case has been decided 
incorrectly by the MGCRB. Accordingly, 
no additional mechanism to revise 
MGCRB decisions is necessary or 
appropriate. 

However, under 9 412.278(f)(4), a 
decision of the Administrator is not 
subject to further review. Thus, there are 
currently no further appeals or 
reopening rights available to a hospital 
following a decision by the 
Administrator. Since the Administrator’s 
review process provides sufficient 
opportunity to resolve the substantive 
issues raised by a reclassiffcation 
application, we do not believe any 
fuilher review of those issues is 
warranted. However, given the multiple 
computations required in adjudicating 
reclassiffcation applications, we believe 
that we should provide a brief time 
period in which the Administrator 
would have the limited authority to 
correct inadvertent mathematical or 
computational errors that would 
otherwise result in incorrect 
reclassiffcation. The Administrator 
would also have the authority to correct 
a reclassiffcation decision if the 
evidence that was considered in making 
the decision clearly shows on its face 
that an error was made ("facial error"). 

Examples'of mathematical or 
computational errors include but are not 
limited to: The erroneous entry of data 
for the respective cost or wage 
comparison calculation (for example, 
transposing figures ffom the applicable 
lines of the cost report) or errors due to 
incorrect mathematical computations. 
An example of a facial error would be a 
decision that includes incorrect 
identifying information for the affected 
hospitaUs), for example. Smith Hospital 
instead of Smythe Hospital or Waco, 
Oklahoma instead of Waco, Texas. 
However, as explained above, 
substantive issues such as the 
Administrator's determination to use 
only wage survey data that has been 
properly approved and issued for 
official use by HCFA. or a challenge to 
the methodology used in determining the 
respective cost or wage comparison 
calculation, may not be reviewed during 
this limited amendment period. 
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The time period for amending 
Administrator decisions must be very 
short to ensure that all reclassification 
decisions are made in time to be 
incorporated into the wage index 
adjustments required by the budget 
neutrality provisions described above. 
Accordingly, we are proposing to add a 
new paragraph (g) to § 412.278 to 
provide that, within 10 days following a 
decision issued by the Administrator, a 
hospital may request that the 
Administrator amend the decision only 
to correct mathematical or 
computational errors, or facial errors. 
The Administrator would promptly 
review the hospitars request and amend 
the decision, if necessary, within 5 days 
following receipt of the hospitars 
request for amendment. The 
Administrator, at his or her discretion, 
may also amend the decision to correct 
mathematical, computational, or facial 
errors within 15 days following the 
issuance of his or her initial decision. 

The Administrator's amended decision 
would be final and would not be subject 
to judicial review. In accordance with 
these proposed changes, we also would 
revise § 412.278(0(3] to state that the 
Administrator's decision issued under 
SS 412.278 (a) or (c) is final unless it is 
amended under § 412.278(g). 

c. Technical Changes to 
§ 412.278(f)(1). In title 42 of the Code of 
Federal Regulations, parts 400 to 429. 
revised as of October 1.1991, on page 
331, the text of § 412.278(0(1) was 
printed incorrectly. The correct text, 
which describes what evidence the 
Administrator may consider in 
reviewing an MGCRB decision on a 
hospital's reclassification request, was 
originally published as § 412.278(c) in 
our September 6.1990 interim final rule 
(55 FR 36770] and was redesignated as 
§ 412.278(0(1) in our June 4.1991 final 
rule with comment period (56 FR 25489). 
In addition, technical changes to 
paragraph (0(1) are needed to clarify 
that the Administrator may review 
comments submitted by HCFA or a 
hospital during the appeals and 
discretionary review process. These 
changes should have been included in 
our June 4,1991 final rule but were 
inadvertently omitted. 

Accordingly, we are proposing to 
republish § 412.278(0(1). with the above- 
mentioned technical changes, to ensure 
that this section of the Code of Federal 
Regulations is correct and to incorporate 
the necessary references to comments 
submitted during the appeals and 
discretionary review process. 


V. Other Proposed Changes to the 
Prospective Payment System for 
Inpatient Operating Costs 

A. Outlier Payments (§ 412.62) 

1. Background 

Section 1886(d)(5)(A) of the Act 
requires the Secretary to pay an 
additional amount beyond the basic 
prospective payment amount for a 
hospital inpatient case that involves an 
extremely long length of stay or 
extraordinarily high costs to treat when 
compared to other discharges classified 
in the same DRG. We refer to these 
atypical cases as "day outliers" and 
"cost outliers." respectively. Section 
1886(d)(5](A)(iii) of the Act specifies that 
outlier payments approximate the 
marginal cost of care beyond the outlier 
threshold. The purpose of the outlier 
payment is to protect the hospital from 
significant financial loss in individual 
cases. 

In the two fnal rules published on 
August 30.1991 that implemented 
changes to the inpatient operating 
prospective payment system and a new 
prospective payment system for capital- 
related cosU for FY 1992 (56 FR 43196 
and 43358. respectively), we established 
a unified outlier payment methodology 
for capital and operating outlier cases. 
Under § 412.82, for day outliers, an 
additional per diem payment is made for 
each covered day of care beyond the 
length of stay threshold. The per diem 
payment is equal to 60 percent of the 
average per diem payment (operating 
and capital] for the DRG, which is 
calculated by dividing the standard 
payment for that DRG by the geometric 
mean length of stay for the DRG. The 
capital portion of the day outlier 
payment is multiplied by the applicable 
Federal transition percentage during the 
transition to a prospective payment 
system for capital-related costs. 

For cost outliers, we pay 75 percent of 
charges, adjusted to equal capital and 
operating cos\s. beyond the cost outlier 
threshold. Charges are adjusted to cost 
using hospital-specific cost-to-charge 
ratios and standardized to eliminate the 
effects of the indirect costs of medical 
education and the costs of treating a 
disproportionate share of low income 
patients, for both operating costs and 
capital-related costs. As with day 
outliers, the capital portion of the cost 
outlier payments is then multiplied by 
the applicable Federal blend percentage. 
Cases that qualify as both day and cost 
outliers are paid under the methodology 
that yields the highest combined capital 
and operating payment. 

The current outlier payment 
methodology reflects refinements that 


we have made since the inception of the 
prospective payment system to improve 
the financial protection for high cost 
cases. In the September 30,1988 final 
rule, we refined the payment 
methodology for day outlier cases that 
also could qualify as cost outlier cases 
(53 FR 38502). Previously, our policy was 
to pay all outlier cases that met the day 
outlier criteria as day outliers. Our 
revised policy, as set forth in the 
September 30.1988 final rule, is to pay 
the greater of the day outlier payment 
amount or the cost outlier payment 
amount for these cases. This change 
rectiHed an inequity in the payment 
system that resulted in underpaying 
extremely costly day outlier cases that 
we would have paid as cost outlier 
cases except for the fact that they also 
qualified as day outliers. 

In the September 30.1988 final rule, 
we also raised the marginal cost factor 
for cost outliers from 60 to 75 percent in 
order to target outlier payments to the 
most costly cases. (As explained below, 
the marginal cost factor for the bum 
DRGS is 90 percent) 

We also provided that in determining 
the cost outlier payment for a case, the 
hospital's costs would be determined 
based on hospital-specific cost-to-charge 
ratios, rather than the national average 
cost-to-charge ratio used in the original 
outlier payment policy. The use of 
hospital specific cost-to-charge ratios 
enhances the accuracy with which 
exceptionally costly cases are identified 
and outlier payments computed, given 
the wide variation in cost-to-charge 
ratios across hospitals. This increased 
accuracy was particularly important 
given that the types of hospitals that had 
higher cost-to-charge ratios than the 
national average (and therefore received 
lower cost outlier payments using the 
national ratio rather than the hospital- 
specific ratio) were the hospitals that 
performed least well in the early years 
of the prospective payment system. 

In the same final rule, we also 
implemented changes for the payment of 
bum outlier cases to reflect section 
4008(d)(1)(A) of the Omnibus Budget 
Reconciliation Act of 1987 (Pub. L 109- 
203). Section 4008(d)(1)(A) required the 
Secretary to pay both day and high cost 
bum outlier cases using a 90 percent 
marginal cost factor. This provision was 
effective for discharges occurring on or 
after April 1,1988 and before October 1, 
1989. We implemented this change in the 
September 30.1988 final rule (53 FR 
38505). In the September 1.1989 final 
rule (54 FR 36479), we explained that we 
would continue to compute cost outlier 
bum cases that were discharged on or 
after October 1.1980 nqino tho on 
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percent marginal cost factor to 
determine payment but beginning with 
discharges occurring on or after October 
1.1989, we would compute payments for 
day outlier bum cases using the same 
maraginal cost factor of 60 percent used 
to compute payment for all other types 
of day outlier cases. 

2. Proposed Changes to the Payment 
Methodology for Day Outliers 

In the August 30,1991 final rule 
implementing the prospective payment 
system for hospital inpatient capital- 
related costs, we stated that, as part of 
our ongoing study of possible 
refinements to outlier payment policy, 
we would examine whether changes in 
the marginal cost factors used to 
determine outlier payments would be 
appropriate in light of the inclusion of 
capital in the outlier payment (56 FR 
43383). The 60 percent figure that was 
originally used for both day and cost 
outliers, and is still used for day outliers, 
was derived from a variety of studies for 
operating cost payments.* * We believe 
that the marginal cost factor should be 
set at a level that is appropriate for 
Medicare cases, and that is based on 
more recent data for operating and 
capital costs. 

The RAND Corporation's most recent 
research for HCFA (under cooperative 
agreement 99-C—98489/9-08) used FY 
1990 MEDPAR data and hospital- 
specific data from cost reporting periods 
beginning in FY 1989 (or FY 1988 if the 
later year was not available) to estimate 
a Medicare marginal cost factor 
specifically for day outlier cases.^ 

RAND found that the current 
methodology of establishing a per diem 
payment based on 60 percent of the 
DRG payment divided by the geometric 
mean length of stay for the DRG 
exceeds the additional costs of an 
outlier day by approximately 25 percent. 
In addition, the data suggest that 36.2 
percent of day outlier payments go to 
cases that are profitable once the outlier 
payments are included. The incremental 
cost study that RAND completed for 
ProPAC * indicated that the later days 


* Summarized in |. Lipscomb. 1. Raskin, and J. 
Eichenholz. "The Use of Mary^inal Cost Estimates in 
Hospital Co8t>Containment Policy.** Hospital Cost 
Containment: Selected Notes for Future Policy, ed. 
M. Zubkoff. I. Raskin, and R. Hanfl (New York: 
Prodist. 1978). pp 527-532. 

* A technical paper. Carter. CM. and Rumpel. 

J.D.. "Payment Rates for Unusual Medicare Hospital 
Cases.*' serves as the basis of the following 
discussion and explains this research in more detail 
The paper is available upon request from HCFA. 

* Carter. C M. and Melnick. G.A.. "How Services 
and Costs Vary by Day of Stay for Medicare 
Hospital Stays." March 1990 


of a Stay have considerably lower costs 
than the earlier days, for both medical 
and surgical DRGs. In addition, the 
average cost per day in the DRGs 
studied tended to be constant by the 
10th day in almost all cases. 

RAND's most recent work for HCFA 
also examined the relation between 
costs and length of stay. A regression 
was developed for each DRG with at 
least 50 day outlier cases in which the 
cost per case, standardized for the 
pa 3 iment adjustments, and including 
capital costs, was related to the ouUier 
portion of the stay as follows: 
standardized cost = a -p b X (LOS— 
threshold) 

This form of the regression implies 
that total costs for the pre-threshold 
portion of the stay are constant by DRG, 
and that the incremental cost of outlier 
days is also a constant. The results 
indicate a linear relation between total 
costs and length of stay (LOS). In 
addition, the incremental costs of an 
outlier day vary linearly with the ratio 
of the DRG weight divided by the mean 
length of stay (either geometric or 
arithmetic, although the arithmetic mean 
performs somewhat better). This 
indicates that the basic form of the per 
diem payment is appropriate. That is. 
DRGs with a low ratio of DRG weight to 
mean length of stay have a lower per 
diem payment, so the correlation of the 
low ratio with low incremental costs 
means that the payment varies 
appropriately with costs. The geometric 
mean and the arithmetic mean are very 
highly correlated (R * = .94). 

RAND then conducted a study of day 
outlier cases in all DRGs to determine 
the coefficients in the following 
equation: 

standardized cost per case =a -p b X 

((LOS—threshold) x DRG per diem) 
where DRG per diem = DRG 

weight X standardized 

amount -p mean LOS 

In this case, the estimate of b provides 
the percent of the DRG per diem 
payment represented by the incremental 
cost of an outlier day. RAND found that 
incremental costs would equal the DRG 
per diem payment at a factor of 
approximately 0.54 using the arithmetic 
mean and 0.39 using the geometric 
mean. Further, sensitivity analysis 
indicated that these results are 
relatively insensitive to modest changes 
in the cost outlier threshold. 

RAND then simulated various day 
outlier payment policies. All simulations 
continued to use the geometric mean 
length of stay for the DRG to determine 
the day outlier threshold, but tested 
different ways of calculating the per 


diem payment. (The geometric mean is 
the appropriate mean to use in 
calculating the day thresholds, because 
it adjusts for the low tail of the length of 
stay distribution being truncated at 0. 
since there are no negative lengths of 
stay.) The geometric mean is calculated 
as the antilog of the mean of the log 
length of stay. Because the logs of two 
different numbers are closer together 
than the numbers themselves. £e 
geometric mean compresses the 
distribution. As a result, day outlier 
cases have a smaller effect on the 
geometric mean than they do on the 
simple average (the arithmetic mean). 
The arithmetic mean length of stay is 
therefore larger than the geometric mean 
length of stay. 

In particular. RAND compared current 
policy to a policy model that used the 
arithmetic mean length of stay in the 
computation of the per diem payment, 
with a marginal cost factor of 0.55.® 
Under the current policy simulation, 38.2 
percent of day outlier payments go to 
cases that are profitable after the outlier 
payments are made, while 26.3 percent 
of total outlier payments go to these 
cases. Under the simulation using the 
arithmetic mean and a 0.55 marginal 
cost factor, only 15.2 percent of outlier 
payments go to profitable cases. 

Using the results of the RAND study, 
we simulated outlier thresholds and 
payments using the FY 1991 MEDPAR 
data to determine the impact of 
changing the per diem payment 
calculation across types of outlier cases. 
We used identical day outlier 
thresholds, in order to isolate the effects 
of the change in outlier payment policy, 
rather than any possible effect of 
changing the thresholds.*^ 

There are four types of outlier cases; 
cases that qualify only as day outliers, 
cases that qualify only as cost outliers, 
cases that qualify under both 
methodologies ("dual outliers") and are 
paid as day outliers, and dual outliers 
that are paid as cost outliers. An optimal 
outlier policy, in terms of protecting 
hospitals against financial risk, would 


* While the simulation using the arithmetic mean 
length of stay and a 0.55 marginal cost factor also 
used a slightly different cost outlier methodology, 
the impact of the change in cost outlier methodology 
is negligible on the distribution of outlier payments 
to profitable cases. 

^ The thresholds for the current policy simulation 
were the geometric mean length of stay plus the 
lesser of 28 days or 3 standard deviations for day 
outliers for both simulations. For cost outlier 
payments the thresholds were the greater of 2.0 
times the DRG rate or $34,250 for current law and 
$29,750 for the alternative policy simulation. The 
simulations were done using FY 1991 MEDPAR 
cases, and FY 1992 payment rates and payment 
adjustments. 
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provide equal protection (in terms of the 
ratio of payments for the case to the 
costs of the case] across all types of 
outlier cases. Thus, under an optimal 
policy, there would be no additional risk 


for a hospital that admits one type of 
outlier case relative to another. 

The results of our simulation are 
presented in the table below. Under 
current policy, the payment to cost 
ratios for outlier cases vary from 0.6549 


for dual outliers paid as day outliers to 
0.4773 for cost only outliers. The 
modified day outlier policy yields 
payment to cost ratios varying h^om 
0.5667 to 0.4691 for the same types of 
cases: 


Payment to Cost Ratios for Different Types of CXhxier Cases 


Type ot payment 

Current day outlier policy 

Revised outlier policy 

Outlier case 

Ratio 

Cases 

Ratio 

Cases 

Oay only.. ^ ... ....... . 

0.5970 

0.6549 

0.5469 

0.4773 

0.5426 

81,517 

23.617 

32,117 

76.924 

214,175 

0.5350 

0.5667 

0.5521 

0.4891 

•0.5215 

70.242 

20.580 

46.429 

107,913 

245,164 

0^1, p^d day..... .. . 

O^, paid cost........ 


AM ntitUers. .., ,, ,, ... 



» Ufxtef the altematrve policy, we are able to lower the threshold tor cost oottiers and. as a result, more cases quality for cost outlwr payments than under the 
current policy (as illustrated by the higher number of outlier cases). Since the additionaJ outlier cases quality for smaller payments than cases that quality under the 
current policy, the ratio of payments to costs is smaller than under the current policy. Yet total payment for the additional outlier cases would increase under the 
alternative pobcy. 


In view of the significant potential for 
improvements in payment equity across 
types of outlier cases, we are proposing 
to revise the day outlier payment policy 
effective for discharges occurring on or 
after October 1.1992. Specifically, we 
are proposing to revise §412.82(c} to 
reflect that the per diem payment would 
be calculated using the arithmetic mean 
and a 0.55 marginal cost factor. That is, 
the per diem day outlier payment under 
the prospective payment system for 
operating costs would be determined by 
dividing the standard DRG payment by 
the arithmetic mean length of stay for 
that DRG. and multiplying the result by 
0.55. During the transition to a 
prospective payment system for capital, 
the capital portion of the day outlier 
payment would also be multiplied by the 
Federal payment blend percentage. (For 
cost reporting periods beginning in ^ 
1993. the blend percentage would be 20 
percent for fully prospective hospitals, a 
hospital-specific percentage that reflects 
the ratio of Medicare inpatient new 
capital costs to Medicare inpatient total 
capital for hospitals receiving hold 
harmless payments, and 100 percent for 
hospitals receiving 100 percent of the 
Federal rate.) 

The RAND study suggested that the 
optimal day outlier policy would be to 
pay only the marginal cost (rather than 
the full incremental cost] of the 
additional days of care beyond the 
threshold. For cost outlier cases, we pay 
75 percent of the costs beyond the cost 
outlier threshold. If we were to adopt 
this same policy for day outlier cases, 
the marginal cost factor would be set at 
.40 (.55 X .75] for day outlier cases. We 
considered adopting a 2-year phase-in of 
this policy by proposing a .50 marginal 
cost factor for day outliers in FY 1993 
and moving to a .40 marginal cost factor 


in FY 1994. However, because of the 
significant impact this change would 
have on those hospitals with longer 
lengths of stay that have more day 
outlier cases than average, we believe it 
would be more appropriate to adopt an 
incremental change to a .55 marginal 
cost factor in FY 1993 and evaluate its 
effects before considering additional 
revisions to the day outlier payment 
policy. However, we invite public 
comments on adopting this optimal 
policy. 

The proposed change in the payment 
policy for day outliers would provide 
better protection against costly cases for 
hospitals, while maintaining a more 
appropriate level of payments for cases 
with extraordinarily long lengths of stay 
that are not also extraordinarily costly. 
In particular, we believe that this 
change would ensure that we pay 
hospitals for day outlier cases no more 
than the cost of care during the outlier 
portion of the stay, thus reducing the 
number of outlier cases that are 
profitable. While we expect that many 
outlier cases will move from the day 
outlier payment methodology to the cost 
outlier payment methodology based on 
this proposed change, our analysis 
indicates that many day-only outlier 
cases will remain profitable. 

We note that the arithmetic mean for 
the proposed FY 1993 DRGs is set forth 
in Table 7b. 

3. Analysis of the Factors that Affected 
FY 1991 Outlier Payments 

Section 1686(d](5](A](iv] of the Act 
requires that the total amount of 
additional payments made for outliers 
for discharges in a fiscal year may not 
be less than 5 percent nor more than 6 
percent of the total payments projected 
or estimated to be made based on DRG 


prospective payment rates for 
discharges in that year. In establishing 
the FY 1991 prospective payment system 
payment rates and outlier thresholds, 
we used FY 1989 billing data. We 
estimated that outlier payments would 
equal 5.1 percent of DRG payments and 
set the outlier thresholds at the 
geometric mean length of stay for the 
DRG plus the lesser of 29 days or three 
standard deviations of the length of stay 
for day outliers, and the greater of 2.0 
times the DRG rate or $35,000 for cost 
outliers. To estimate the outlier 
payments, we used the FY 1991 final 
standardized amounts and wage index 
values as established in the September 
4.1990 final rule (55 FR 35990], and 
hospital-specific data from 1989 and 
1990 (the most recent we had available]. 
ProPAC, in its June 1991 report to 
Congress, estimated that FY 1991 outlier 
payments would equal 5.6 percent of 
total payments (p. 45]. 

Preliminary analysis of the FY 1991 
billing data indicates that actual outlier 
payments were 4.0 percent of total DRG 
payments. We estimate that outlier 
payments will increase between 0.1 and 
0.2 percentage points as later billing 
data become available. The 4.0 percent 
is based on the ratio of outlier payments 
to the sum of the standardized amount 
and outlier payments, exclusive of 
additional payments for indirect 
teaching costs and for serving a 
disproportionate share of low income 
patients. If the indirect teaching and 
disproportionate share payments are 
included in the calculation, the outlier 
payment percentage is 4.1 percent. The 
following table compares the outlier 
cases and payments we estimated in 
developing the FY 1991 outlier payment 
policies compared to the actual FY 1991 
outlier experience. 
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Type Of outlier case 

Outlier payrneot as 
percent of standard 
payment 

Outlier cases as 
percent of total 
cases 

Estimat¬ 

ed 

Actual 

Estimat¬ 

ed 

Actual 

Day outliers only... 

1.4 

1.1 

1.7 

0.9 

1.2 

0.8 

1.2 

0.9 

1.2 

0.8 

1.2 

0.9 

0.9 

02 

02 

0.4 

Dual outliers paid as dav outNera.... 

Dual outliers paid as cost outliers____ 

Cost outAers or»lv..... 

Total. . 

6.1 

4.0 

4.0 

1.7 



The difference between estimated and 
actual FY1991 outlier payments did not 
affect the percentage of outlier cases 
paid as day outlier cases (b3 percent in 
the estimated and 62 percent in the 


actual) or the amount of outlier 
payments made under the day outlier 
formula (48 percent of payments were 
made under the day outlier formula, 
while we estimated that figure at 49 


percent). The following table 
summarizes the effect of the difference 
between estimated and actual FY 1991 
outlier payments on payments and 
number of cases by type of outlier case: 


Comparison of FY 1991 Predicted and Actual CXttuer Cases and Payments 



Percentage of outlier 

Percentage of outlier 

Type of outlier 

cases 

payments 


Estimate 

Actual 

Estimate 

Actual 

Meets dav threshold onfv... 

52 




Meets day and cost thresholds, paid ustno dav methodokx^______ 

ti 

Uc 

10 

C! 

29 

19 

Meet day and cost thresholds, paid using cost methodology. 

14 

12 


Suhtotal—an cases meeting day threshold........... 

77 

74 

83 

30 

78 

Meets cost threshold only........... . 

23 


17 

22 

Total . . ... . 

100 

100 


100 

100 


In order to understand why the 
estimate of FY 1991 outlier payments did 
not match more closely actual FY 1991 
outlier payments, we examined several 
factors which could have caused the 
difference between the predicted outlier 
payments and the actual payments. We 
conducted this analysis to ensure that 
our methodology for estimating outlier 
payments continues to be appropriate, 
and that the difference in predicted and 
actual FY 1991 outlier payments was 
primarily a function of data changes that 
we could not predict. The possible 
sources for the difference could be 
unanticipated changes in covered 
inpatient hospital charges, the hospital- 
specific cost-to-charge ratio, and the 
payment adjustments used to 
standardize hospital charges, all of 
which affect cost outlier payments, or 
changes in the mix of inpatient cases 
between the FY 1989 MEDPAR data 
used to estimate FY 1991 outlier cases 
and the actual FY 1991 cases. 
Accordingly, we have analyzed these 
potential sources for the difference. 

a. Inflation in Covered Charges, To 
determine cost outlier payments, we 
inflate covered hospital inpatient 
charges. The inflation factor is based on 
the historical annual rate of increase in 
covered charges per case after removing 
the affects of case mix changes. 

If the charge inflation factor was too 
large, we would have overestimated the 


costs of cost outlier cases, and would 
therefore have set the outlier thresholds 
at a higher level than if we had known 
the actual lower rate of inflation in 
covered charges. In estimating FY 1991 
covered charges, we used an 11.4 
percent annual inflation factor and 
multiplied the FY 1989 covered charges 
by IJMl (1.114 X 1.114). This was the 
best estimate of annual charge inflation 
available at the time we estimated the 
FY 1991 outlier payments. The 11.4 
percent amount had been used 
previously to estimate outlier payments. 
Until this year, we have not been able to 
re-estimate the inflation factor because 
of the impact of the Catastrophic 
Coverage Act of 1988 (Pub. L 100-360) 
on FY 1989 and FY 19^ claims data. 
Section 101 of Public Law 100-360 
caused covered charges to increase 
during FY 1989 and FY 1990 in part 
because of the increased number of 
covered days of care resulting ^m the 
elimination of the limitation on hospital 
inpatient benefit days under 
catastrophic coverage. Using those 
years* data to re-estimate the charge 
inflation factor would have resulted in 
an incorrect charge inflation factor. Hie 
distortions in covered hospital inpatient 
charges resulting from the enactment of 
Public Law 100-360 also prevent us from 
directly determining the increase in 
covered charges between FY 1989 and 
FY 1991. Therefore, we determined the 


compounded annual rate of increase 
between FY 1988 and FY 1991 after 
removing the affects of case mix 
changes. To do this, we calculated the 
average covered charge per discharge 
for both FY 1988 and FY 1991, and 
divided by the national average case 
mix index for each year. We determined 
that the total increase in charges per 
case, net of case mix change, was 33.85 
percent, or 10.2 percent compounded 
annually. Based on this analysis, we 
estimate that charges increased 21.4 
percent between FY 1989 and FY 1991. 
or 10.2 percent armually compared to the 
11.4 percent annual inflation factor used 
to estimate FY 1991 outlier payments. 
We note that the new charge inflation 
figure may increase once additional FY 
1991 cases are included in the MEDPAR 
data, since the cases that appear in later 
updates of the data tend to have higher 
charges. 

b. Cost-to-Charge Ratios, To 
determine cost outlier payments, we 
multiply covered charges by a hospital's 
cost-to-charge ratio. We used the latest 
cost-to-charge ratios (from 1989 and 1990 
hospital specific data) available at the 
time we estimated FY 1991 outlier 
payments. It is possible that the cost-to- 
charge ratios used to estimate the FY 
1991 outlier payments were higher than 
those used to make actual FY 1991 
cutlier payments. If the cost-to-charge 
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ratios used to determine estimated FY 
1991 outlier payments were higher than 
the actual FY 1991 cost-to-charge ratios, 
then the adjusted costs we used to 
determine cost outlier payments would 
have been higher than those used to 
calculate actual outlier payments. Thus, 
we would have estimated higher outlier 
payments than if we had used the actual 
cost-to-charge ratios. The average cost- 
to-charge ratio we used to estimate FY 
1991 outlier payments was 0.6741. while 
the average cost-to-charge ratio used to 
compute actual FY 1991 payments was 
0.6006. The difference between the two 
cost-to-charge ratios indicates hospital’s 
charges have been increasing more 
rapidly than their costs. On average, 
using the 0.6741 percent cost-to-charge 
ratio overstated estimated costs by 2.0 
percent compared to what costs would 
have been using the actual cost-to- 
charge ratios used to make outlier 
payments in FY 1991. 

c. Payment Adjustments, To 
determine cost outlier payments, we 
standardixa^a hospital’s charges for 
indirect teaching and disproportionate 
share adjustments (IME and DSH)« 
Ordinarily, we use the hospital-specific 
data from the previous year (1989 and 

1990 data in this case) to estimate both 
adjustments. However, because of 
changes in the disproportionate share 
formula, we had to compute some 
disproportionate share adjustment 
factors using available 1988 hospital 
cost report ^ta in estimating FY 1991 
payments. 

If the DSH and IME payment 
adjustment factors we used to set the FY 
19n thresholds were lower than those 
used to make FY 1991 payments, we 
would again overestimate the costs used 
to determine cost outlier payments, 
since we divide the charges by a figure 
of one plus the IME and DSH adjustment 
factors. Thus, we would have estimated 
higher outlier payments than if we had 
used the actual IME and DSH 
adjustment factors that were used to 
determine payments. The average DSH 
adjustment factor we used to estimate 
FY 1991 outlier payments was 0.0336, 
while the factor used to determine 
actual outlier payments averaged 0.0265 
for the first quarter of FY 1991 (before 
the payment formula for large hospitals 
in urbm areas was changed) and a0290 
for the rest of FY 1991. Since the actual 
DSH adjustment factors were lower 
than those we used to estimate FY 1991 
outlier payments, our estimate would 
have understated the FY 1991 costs of 
hospitals receiving a disproportionate 
share adjustment. 

The IME factor used to estimate FY 

1991 outlier payments was 0.0226, w^le 


the average IME adjustment factor used 
to determine actual payments was 
0^1218. Thus, our estimate would have 
understated the costs of hospitals 
receiving an indirect teaching 
adjustment. 

We note that while the DSH and IME 
adjustment factors that are used to 
determine the additional payments for 
DSH and IME are subject to retroactive 
adjustment during the cost report 
settlement process, there is no 
retroactive adjustment in the cost outlier 
payment determination. That is. even if 
the DSH and IME factors change during 
the cost report settlement process, there 
is no retroactive change in the cost 
outlier determination to take into 
account the effect the revised DSH and 
IME factors would have had on the 
adjusted charges used to determine the 
cost outlier payment. 

d. Effect of Revised Adjustment 
Factors, To test the effects of the charge 
inflation factor, the cost-to-charge ratios, 
and the payment adjustment factors, we 
used the FY 1989 MJ^PAR data, a 
revised charge Inflation factor of ia2 
percent, and the cost-te-charge ratio, 

IME and DSH adjustment factors used 
to determine actual outlier payments in 
FY 1991 to determine what thresholds 
we would have set to yield 5.1 percent 
outlier payments if this more recent data 
had been available. To approximate the 
cost-to-charge ratios and ^e IME and 
DSH factors that were used to determine 
cost outlier payments, we used the 
factors on t^ September 3a 1990 
provider-specific file to determine 
outlier payments for discharges 
occurring on or after October 1,1990 and 
before January 1,1991 and the factors on 
the March 31,1991 provider-specific file 
to determine payments for discharges 
occurring on or after January 1,1991. We 
used these two files because, as stated 
above, the DSH payment formula 
changed effective for discharges 
occurring on or after January 1,1991. In 
addition, we used the three sets of 
standardized amounts and two wage 
indexes in e^ect during FY 1991 rather 
than the standardized amounts and 
wage index established in the 
September 4,1990 final rule. The 
thresholds we would have established if 
these data had been available at that 
time would have been the geometric 
mean length of stay for the DRG plus the 
lesser of 28 days or three standanl 
deviations for day outliers, and the 
greater of ISt times the DRG rate or 
$32,500 for cost outliers. (The actual FY 
1991 thresholds were the geometric 
mean length of stay for the DRG plus the 
lesser of 29 days or three standard 
deviations for day outliers, and the 


greater of 2.0 times the DRG rate or 
$35,000 for cost outliers.) We then ran 
the FY 1991 cases through these outlier 
thresholds, and we determined that the 
actual FY 1991 outlier payments would 
have been 4.3 percent of DRG payments. 
Since all of the payment adjustments 
were the same in the two runs, the 
difference between this percent and the 
5.1 percent of DRG payments that we 
estimated must be related to the 
differences in the cases in the FY 1989 
MEDPAR compared to the FY 1991 
MEDPAR. 

e. DRG Classification Changes. In FY 
1991, we made significant changes to the 
DRG classification system that included 
the establishment of several higher 
weighted DRGs. By improving the 
amount of variation in resource costs 
explained by the DRGs, in setting the FY 
1991 outlier payment policy, we were 
able to lower the outlier thresholds 
compared to the thresholds that would 
have been required if we had not made 
the DRG classification changes. 

The DRG classification changes and 
their effect on FY 1991 aggregate 
program payments are discussed in 
Section 03, above. Our analysis 
indicates that aggregate payments were 
one percent higher than they would 
have been if we had not made the DRG 
classification changes. The increase is 
largely attributable to changes in 
hospital coding practices in response to 
the DRG changes. The coding 
improvements also had an effect on 
actual FY 1991 outlier payments. The 
following example illustrates how the 
DRG reclassification changes affected 
outlier payments. 

When comparing the assignment of 
FY 1991 cases using the FY 1990 and FY 
1991 GROUPERS, almost 1,000 cases that 
would have been in DRG 14 (Specific 
Cerebrovascular Disorders Except TIA) 
using the FY 1990 GROUPER moved to 
DRG 483 (Tracheostomy Except for 
Mouth. Larynx, or Pharynx Disorder). 

The average length of stay for these 
cases was 51 days, and the average 
standardized charges were $8a401. 

Total payments for these cases can be 
calculate with the following data: 




Geometric 


DRG 

DRG weight 

meer) 
lenglti of 

Day outlier 
threshold 



stay 


14_ 

1.2212 

7.3 

36 

463...... 

14.0597 

40.0 

68 


The payments calculated below 
assume a cost-to-charge ratio of 0.6606 
(the average FY 1991 cost-toncharge 
ratio), and that the hospital is located in 
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a large urban area. Using the 
standardized amounts for a large urban 
area effective for January 1.1991 and a 
wage index value of 1.0 (to which the 
average charges have been 
standardized), the payments are 
calculated as follows: 


Payment in DRG 14 Compared to 
Payment in DRG 483 



DRG 

paymeni 

Outlier 

payment 

Total 

payment 

Outlier 

percent¬ 

age 

DRG 

14. 

$4,277^ 

$17,548 

$21,825 

80.4 

DRG 
■ 483... 

49,245 

- 

49.245 

0 


In estimating the FY 1991 outlier 
payments, we assigned all the cases in 
the FY 1989 MEDPAR data to the DRG 
to which the case would be assigned in 
FY 1991 based on the diagnoses and 
procedures indicated on the bill. In the 
above example, the case in DRG 14 
would have been reassigned to DRG 483 
if the tracheostomy procedure code had 
been included on the bill. If the case 
were assigned to DRG 483, the outlier 
payment simulation to establish the 
outlier thresholds would have properly 
included no outlier payment for the 
case. On the other hand, if the 
tracheostomy procedure code had not 
been included on the bill, the case 
would have continued to be assigned to 
DRG 14. If the case were assigned to 
DRG 14. the outlier simulation would 
have included an outlier payment and a 
lower standard payment than would 
actually occur in FY 1991. The 
simulation would overstate the outlier 
payment percentage and the outlier 
thresholds would be set higher than they 
would be if the case were fully coded. If 
the case had been an actual FY 1991 
case, it would have been fully coded 
with the tracheostomy procedure code 
since the presence of the code would 
affect payment (whereas it did not in FY 
1989). As this example illustrates, coding 
improvements made in response to the 
DRG classification changes lowers the 
outlier payments as a percentage of 
DRG payments in two ways: It lowers 
outlier payments, and thus lowers the 
numerator, and increases DRG 
payments, and thus increases the 
denominator. 

While we believe that the coding 
improvements had a significant impact 
on the outlier payment percentage, we 
are unable to isolate the effects of these 
changes from other changes in the 
distribution of cases or from the effects 
of the elimination of catastrophic 
coverage. However, we note that as a 


result of the DRG classification changes, 
total program payments are .99 percent 
higher than they would have been if the 
reclassification changes had not been 
made. Thus, while the DRG 
reclassification changes had the effect of 
decreasing outlier payments, they also 
had the effect of increasing total 
program payments and there was no 
reduction in aggregate payments in FY 
1991. 

f. Repeal of Public Low 100-360 and 
Changes in Length of Stay. The 
Medicare Catastrophic Coverage Repeal 
Act of 1989 (Pub. L 101-234) repealed 
Public Law 100-360, effective January 1. 
1990. Thus, the FY 1989 MEDPAR data 
included claims that were still covered 
under the provisions of Public Law 100- 
360. In estimating the FY 1991 outlier 
payments, we estimated the effect of 
catastrophic coverage by comparing the 
outlier percentage modeled on covered 
days and charges and on total days and 
charges using pre<catastrophic billing 
data and catastrophic billing data. We 
estimated that outlier payments would 
be 93 percent of the amounts based on 
FY 1989 covered days and charges. 
Therefore, we set the thresholds based 
on a 5.5 percent outlier percentage (5.1 
divided by .93) but reduced the 
standardized amount by only 5.1 
percent. It is possible that we 
underestimated the effect of 
catastrophic coverage by using the FY 
1989 claims rather than the FY 1991 
claims. 

Because of catastrophic coverage, we 
cannot make a direct comparison 
between the average covered length of 
stay in FY 1989 and FY 1991 to 
determine if a change might have 
affected the number of cases qualifying 
for day outlier payments. However, we 
do know that the total average length of 
stay decreased from 8.548 in FY 1989 to 
8.372 in FY 1991. Assuming that in the 
absence of catastrophic coverage the 
ratio of covered days to total days 
would remain constant, the reduction in 
the total average length of stay implies 
that there was a reduction in the 
average length of stay independent of 
the repeal of catastrophic coverage. This 
could have reduced the number of cases 
qualifying for outlier payments. 

We note that in making the 
adjustment for catastrophic coverage in 
the FY 1991 final rule, we adjusted only 
our estimate of outlier payments. We 
did not adjust the estimated number of 
day outlier cases directly. Therefore, we 
would expect a reduction in the 
comparison between estimated day 
outlier cases and actual day outlier 
cases. Day outlier cases as a percentage 
of total cases declined from 1.5 percent 


to 1.3 percent. We are unable to isolate 
the reduction attributable to the 
elimination of catastrophic coverage 
from other changes in the average length 
of stay and the DRG classification 
changes. 

g. Conclusion. All of the differences 
between the data we used to estimate 
the FY 1991 outlier thresholds and the 
actual data used for determining FY 
outlier payments could not have been 
predicted at the time of estimation. We 
note that in past years we have paid out 
both less and more than the estimated 
percent of DRG payments, as the 
following table illustrates: 


Fiscal year 

Estimat¬ 

ed 

outlier 

payment 

Actual 

outlier 

pay¬ 

ment 

1984... 

14 

11 

1985.. 

25 

1.7 

1986 ...... 

3.75 

*2.5 

1987...... 

5.0 

4.0 

1988___ 

5.0 

6.7 

1989... 

5.1 

»6’o 

1990. 

5 1 

5 2 

1991..... 

5.1 

(est) 4 0 



* Shortfall due to statutory delay (until May 1. 
1986) in the implementation of updated thresholds 
reflecting decreases in Medicare length of stay 

* Includes additional outlier payments attnbuiabie 
to the Medicare Catastrophic Coverage Act of 1989 

Note. —For the first three years of the prospective 
payment system, estimated payments ¥^e ex 
pressed as a percentage of tot^ payments, even 
though outlier payments were made only on the 
Federal portion of the prospective payment system 
payments. For FY 1984, the thresholds were set to 
provide outlier payments equal to 5.7 percent of 
federal payments; for FY 1985 and FY 1986, the 
target was 5.0 percent of Federal payments. Actual 
figures for FY 1985>1987 are estimates based on 
cost report data. In addition, the estimated payment 
for FY 1988 irKreased to 5.1 percent as the result of 
changes to payments effective Apnl 1.1988. 

In all cases, we set the outlier 
thresholds based on the most current 
data we had available. Accordingly, we 
do not believe that it is appropriate to 
make an adjustment in prospective 
payment system payments to account 
for the difference between the estimated 
and actual FY 1991 outlier payments, 
just as we have not made adjustments in 
earlier years (see 51 FR 31525; 52 FR 
33048: 53 FR 38508; 54 FR 36500; 55 FR 
36077; and 56 FR 43227). 

Although outlier payments were 4.0 
percent of total standard DRG payments 
(exclusive of DSH and IME) instead of 
5.1 percent, there was no reduction in 
total standard DRG payments between 
the payment per case estimated in the 
FY 1991 final rule and the actual FY 1991 
total standard payment per case. As the 
following table illustrates, the lower 
outlier payments were more than offset 
by the increase in standardized amount 
payments. 
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FY 1991 payment per 

case 

Estimated 

ActKOd 

Average standardized 

amourvt payment... 

S4414.13 
237 36 

$4533.33 

168.81 

Average Outtier Payment_ 

Total standard DRG pay¬ 
ment per case. 

4651 49 

4722.14 


The average total payment per case 
increased 1.5 percent over the amount 
estimated in the FY1991 final rule. We 
would expect an increase in the average 
payment for increases in the case mix 
index (CMl). The observed CMl increase 
was 2.5 percent. After removing the 
increase attributable to the FY 1991 
DRG reclassification changes, the net 
CMl increase is 1.5 percent. Thus, the 
payment increases attributable to the 
DRG classification changes offset the 
payment reductions attributable to 
lower outlier payments. Moreover, the 
average payment per case increase of 
1.5 percent exceeds our estimate that 
real case mix change was between 1.0 
and 1.25 percent. 

Finally, we note that we set the 
estimated outlier payment percentage at 
5.1 percent each year. Thus, the 1.1 
percent reduction in outlier payments is 
not permanent. In contrast, except to the 
extent the difference between observed 
and real case mix increase is taken into 
account in the update factor, the 
observed CMl increase is built 
permanently into the payment amounts. 

4. FY 1992 Outlier Payments 

We anticipate that FY 1992 outlier 
payments will be less than the 5.1 
percent that we estimated when we set 
the outlier thresholds. The FY 1992 
thresholds were set using FY 1990 cases 
that did not reflect the coding effects of 
the FY 1991 DRG classification changes. 
In addition, the first quarter of the FY 
1990 data included the effects of 
catastrophic coverage, for which an 
adjustment was made in estimating FY 
1992 outlier payments. Thus, the 
considerations involved in estimating 
the FY 1992 outlier payments and 
comparing them to a current estimate 
based on FY 1991 cases and more recent 
data are similar to those applicable to 
comparing the estimated FY 1991 outlier 
payments to the actual outlier payments 
in that year. 

Using the FY 1991 cases and the FY 
1992 payment data, we currently 
estimate that FY 1992 operating outlier 
payments will be approximately 3.6 
percent of FY 1992 total. DRG payments, 
and that FY 1992 capital outlier 
payments will also be approximately 3.6 
percent of capital DRG payments. (If 


indirect teaching and disproportionate 
share payments are included in the 
caiculatioa the estimated outlier 
percentage is 3.7 percent.) The 3.6 
percent estimate for FY 1992 is lower 
than the 4.0 actual outlier percentage for 
FY 1991 largely because of changes in 
the payment adjustment factors. The 
estimate is based on the December 31. 
1991 update to the provider-specific file. 
These data indicate that the payment 
adjustment factors for DSH and IME 
have increased relative to the factors 
used to pay outlier cases in FY 1991 
(which were also used to set the FY 1992 
thresholds). The increases would have 
the effect of reducing the hospital's costs 
in determining cost outlier payments. In 
addition, the average cost-to-charge 
ratio has decreased. This would also 
have the effect of decreasing the 
hospital's costs. The comparative 
payment adjustment factors are as 
follows: 



FY 1992 

FY 1992 


final rule 

current 


estimated 

estimate 


<3/31/91 

(12/31/91 


update) 

update) 

DSH factor........ 

.0349 

.0399 

IME factor ... 

-0492 

0512 

Co$^(o•€f 1 ar 9 e ratio .... 

6138 

.5992 


While we estimate that outlier 
payments for FY 1992 will be lower than 
expected, we also anticipate that total 
DRG payments will be higher than 
expected based on the newer cases that 
reflect the FY 1991 DRG changes 
discussed above. Even though our latest 
estimates of FY 1992 outlier payments 
indicate that payments will likely fall 
short of the 5.1 percent outlier pool for a 
number of reasons we do not plan to 
revise the outlier pool or thresholds 
midway through the current fiscal year 
to reflect the estimated outlier shortfall. 

In accordance with sections 1886(d)(6) 
and 1886(e)(5)(B) of the Act. we must 
publish the annual rates for the 
prospective payment system by 
September 1 before each fiscal year. The 
intent of this requirement is to provide 
hospitals with advanced notice of ihe 
prospective payment rates that will be 
in effect for the upcoming fiscal year. In 
order to comply with this requirement, 
all aspects of the rate setting 
computations must necessarily be made 
usingThe latest data available at the 
time of publication. This is true not only 
in establishing the outlier pool, but also 
in forecasting the increase in the 
hospital market basket, recalibrating the 
DRG relative weights, and computing 
the various required budget neutrality 
adjustments. We do not believe 


Congress contemplated that we would 
revise any one of these estimates based 
on later data that becomes available 
midway through the fiscal year, nor do 
we believe it is appropriate to do so. 
Although in this instance our outlier 
estimates were understated, there are 
also instances where our estimates have 
been overstated, not just for outlier 
payments, but for other elements of the 
prospective payment system as well. For 
example, our market basket rate of 
increase forecasts used to establish the 
standardized amounts have been 
overstated for the past two years; 
however, we have not revised those 
forecasts as later data became available 
during the year. Moreover, with respect 
to estimating the outlier payment pool, 
we believe we have complied with the 
intent of section 1886(d)(5)(A)(iv) of the 
Act that we establish the pool based on 
"projected or estimated'* total payments 
for the fiscal year. Accordingly, we are 
not revising the current outlier 
thresholds based on this latest estimate 
of outlier payments for FY 1992. 

We are using the payment adjustment 
data on the December 31,1991 provider- 
speciHc file and a 10.2 percent charge 
inflation factor to establish the proposed 
FY 1993 outlier thresholds. The proposed 
thresholds, set forth below, are lower 
than the FY 1992 thresholds In order to 
restore the outlier payment percentage 
to 5.1 percent based on the most current 
available data. 

5. FY 1993 Proposed Outlier Thresholds 

For FY 1993, we propose to set ihe day 
outlier threshold at the geometric mean 
length of stay for each DRG plus the 
lesser of 23 days or 3 standard 
deviations and the cost outlier threshold 
at the greater of 2.0 times the 
prospective payment rate for the DRG or 
$34,500. The thresholds we would 
propose if we were not implementing the 
change in day outlier payment 
methodology discussed above would be: 
for day outliers, the geometric mean 
length of stay for each DRG plus the 
lesser of 26 days or 3 standard 
deviations, and for cost outliers, the 
greater of 2.0 times the prospective 
payment rate for the DRG or $38,500. 

The proposed thresholds would 
slightly increase the proportion of 
outliers paid as cost outliers relative to 
those paid as day outliers. We estimate 
44.7 percent of cases would be paid 
using the cost outlier methodology and 
55.3 percent would be paid using the day 
outlier methodology, compared to 41.3 
percent of cases l^ing paid using the 
cost outlier methodology without the 
proposed day outlier payment chonge. 
Cases that meet the day outlier 
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threshold but that would be paid using 
the cost outlier methodology, because it 
yields the higher payment, would 
increase from 14.0 percent to 17.9 
percent of all outlier cases under the 
proposed policy. 

Our simulation of FY 1993 outlier 
payments based on FY 1991 MEDPAR 


data indicates that the percentage of 
outlier cases that would qualify as day 
outliers is about 73.2 percent under the 
proposed policy. The cases qualifying as 
day outliers would receive 75.8 percent 
of operating outlier payments in FY 
1993. An estimated 26.8 percent of 
outlier cases would be cost only outlier 


cases, which would receive about 24.2 
percent of operating outlier payments 
under the proposed policy. The 
following table illustrates this Gnding in 
greater detail: 


Type of outSer 

Percentage of outlier 
cases 

Percentage of 
Operating outlier 
payments 

Percentage of capital 
outlier payments 

Percentage of total 
outlier payments 

Current 

policy 

New 

policy 

Current 

policy 

New 

policy 

Currerit 

policy 

New 

policy 

Current 

policy 

New 

policy 

Meets day threshold only....... 

47.5 

46.2 

25.1 

18.5 

24.7 

18.2 

25.0 

18.4 

Meets day and cost thresholds, paid U8ir)g day methodology.. 

11.2 

9.2 

20.7 

13.7 

20.4 

13-5 

20.6 

13.7 

Meets day and cost thresholds, paid using cost methodology. 

14.0 

17.9 

32.2 

43.7 

30.9 

41.8 

32.1 

43.5 

Meets cost threshold only... 

27.3 

26.8 

22.1 

24.2 

24.0 

26.5 

22.3 

24.4 

Subtotal—all cases meeting day threshold. 

72.7 

73.2 

77.9 

75.8 

76.0 

73.5 

77.7 

75.6 

.-..-. 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


When we modeled the combined 
operating and capital outlier payments, 
we found that using a common set of 
thresholds would result in the same 
percentage of outlier payments for 
capital-related costs as for operating 
costs. We estimate the proposed 
thresholds would result in outlier 
payments equal to 5.1 percent of 
operating DRG payments and 5.1 
percent of capital payments based on 
the Federal rate. 

The proposed outlier adjustment 
factors that would be applied to the 
standardized amounts and the capital 
Federal rate for FY 1993 are as follows: 


Standardized amount 

Capital Federal 
rate 

Urban 

Rural 

0.944628 

0.978085 

0.9490 


6. Other Changes Concerning Outliers 

We propose to remove certain 
provisions of § 412.82 that are now 
obsolete. One provision in § 412.82(c) 
sets forth the factors to be used to 
compute day outlier payments during 
the transition period to the prospective 
payment system for inpatient hospital 
operating costs. It applied to cost 
reporting periods beginning before 
October 1,1987 and is no longer 
applicable. We also propose to remove 
paragraph § 412.82(d). This provision 
was implemented to conform our 
regulations to section 4008(d)(1)(A) of 
Pub. L. 100-203 which directed the 
Secretary to compute day and high cost 
outlier payments for bum cases using a 
marginal cost factor of 90 percent in 
place of the 60 percent and 75 percent 
factor we used to calculate day and high 
cost outlier payments for other types 


cases. As explained in section C.l., the 
statute was effective only for discharges 
occurring on or after April 1,1988 and 
before October 1,1989. Unlike payments 
for high cost, bum outliers, we did not 
continue to use a 90 percent marginal 
coat factor to compute payments for day 
outlier bum cases following expiration 
of the statutory provision. Therefore we 
proposing to delete § 412.82(d) since 
it is no longer applicable in determining 
day outlier payments. 

Table 8a in section IV of the 
addendum to this proposed rule contains 
the updated Statewide average 
operating cost-to-charge ratios for urban 
hospitals and for rural hospitals to be 
used in calculating cost outlier payments 
for those hospitals for which the 
intermediary is unable to compute a 
reasonable hospital-specific cost-to- 
charge ratio. Effective October 1.1992. 
these Statewide average ratios replace 
the ratios published in the August 30, 
1991 Final rule (56 FR 43196). Table 8b 
contains comparable Statewide average 
capital cost-to-charge ratios. We 
propose that these average ratios would 
be used to calculate cost outlier 
payments for those hospitals for which 
the intermediary computes operating 
cost-to-charge ratios lower than 0.316374 
or greater than 1.27564 and capital cost- 
to-charge ratios lower than 0.014496 or 
greater than 0.248882. This range 
represents 3 standard deviations (plus 
or minus) from the mean of the log 
distribution of cost-to-charge ratios for 
all hospitals. The cost-to-charge ratios in 
Tables 8a and 8b would be applied to all 
hospital-specific cost-to-charge ratios 
based on cost report settlements 
occurring during FY 1992. 


B, Rural Referral Centers (§ 412.96) 

Under the authority of section 
1886{d)(5)(C)(i) of the Act, § 412.96 sets 
forth the criteria a hospital must meet in 
order to receive special treatment under 
the prospective payment system as a 
rural referral center (that is, payment is 
based on the other urban payment rate 
rather than the rural payment rate). One 
of the criteria under which a rural 
hospital may qualify as a referral center 
is to have 275 or more beds available for 
use. A rural hospital that does not meet 
the bed size criterion can qualify as a 
rural referral center if the hospital meets 
two mandatory criteria (number of 
discharges and case-mix index) and at 
least one of three optional criteria 
(medical staff, source of inpatients, or 
volume of referrals). With respect to the 
two mandatory criteria, a hospital is 
classified as a rural referral center if 
its— 

• Case-mix index is equal to the 
lower of the median case-mix index for 
urban hospitals in its census region, 
excluding hospitals with approved 
teaching programs, or the median case- 
mix index for all urban hospitals 
nationally; and 

• Number of discharges is at least 
5,000 discharges per year or, if fewer, 
the median number of discharges for 
urban hospitals in the census region in 
which the hospital is located. (We note 
that the number of discharges criterion 
for an osteopathic hospital is at least 
3,000 discharges per year.) 

1. Case-Mix Index 

Section 412.96(c)(1) provides that 
HCFA will establish updated national 
and regional case-mix index values in 
each year's annual notice of prospective 
payment rates for purposes of 
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determining rural referral center status. 
In determining the proposed national 
and regional case-mix index values, we 
would follow the same methodology we 
used in the November 24,1980 final rule, 
as set forth in regulations at 
§ 412.96(c)(l)(ii). Therefore, the 
proposed national case-mix index value 
includes all urban hospitals nationwide 
and the proposed regional values are the 
median values of urban hospitals within 
each census region, excluding those with 
approved teaching programs (that is, 
those hospitals receiving indirect 
medical education payments as 
provided in § 412.105). 

These values are based on discharges 
occurring during FY 1991 (October 1, 

1990 through September 30.1991) and 
include bills posted to HCFA's records 
through December 1991. Therefore, in 
addition to meeting other criteria, we 
are proposing that to qualify for initial 
rural referral center status for cost 
reporting periods beginning on or after 
October 1,1992, a hospitars case-mix 
index value for FY 19^ would have to 
be at least— 

• 1.2791; or 

• Equal to the median case-mix index 
value for urban hospitals (excluding 
hospitals with approved teaching 
programs as identified in S 412.105} 
calculated by HCFA for the census 
region in which the hospital is located. 

The median case-mix values by region 
are set forth in the table below: 


RegK)n 

Case-mui 

index 

value 

1 New England (CT. ME. MA. NH, 91. 

VT)..,__ 

1 1789 
1 1865 

2 Middle Atlantic (PA. NJ. NY)... 

3. South Atlantic (DE. DC. FL. GA, MD. 
NC. SC. VA. WV)........ 

1.2779 

4 East North Central (IL. IN. Ml. OH, 

Wl).......... 

12099 

5. East South Central (AL. KY, MS. 

TN)..... 

1.2247 

6. West North Central (lA. KS. MN. 
MO. NB ND, SO). 

1.1970 

7. West South Central (AR. LA, OK, 
TX)........... 

1 2766 

8 Mountain (AZ. CO. ID. MT, NV. NM. 
UT. WY)..... 

1 3073 

9. Pacific (AK. CA. HI. OR. WA). 

12761 


The above numbers will be revised in 
the final rule to the extent required if 
additional bills are received for 
discharges through September 30,1991. 

For the benefit of hospitals seeking to 
qualify as referral centers or those 
wishing to know how their case-mix 
index value compares to the criteria, we 
are publishing each hospital's FY 1991 
case-mix index values in Table 3c in 
section IV of the addendum to this 
proposed rule. In keeping with our 
policy on discharges, these case-mix 


index values are computed based on all 
Medicare patient discharges subject to 
DRG-based payment. 

2. Discharges 

Section 412.96(c)(2)(i} provides that 
HCFA will set forth the national and 
regional numbers of discharges in each 
year's annual notice of prospective 
payment rates for purposes of 
determining referral center status. As 
specified in section 1886(d)(5)(C)(ii)(II) 
of the Act, the national standard is set 
at 5.000 discharges. However, we are 
proposing to update the regional 
standards. The proposed regional 
standards are based on discharges for 
urban hospitals' cost reporting periods 
that began during FY 1990 (that is, 
October 1,1969 through September 30. 
1990). That is the latest year for which 
we have complete discharge data 
available. 

Therefore, in addition to meeting other 
criteria, we are proposing that to qualify 
for initial rural referral center status for 
cost reporting periods beginning on or 
after October 1,1992, the number of 
discharges a hospital must have for its 
cost reporting period that began during 
FY 1991 would have to be at least— 

• 5,000; or 

• Equal to the median number of 
discharges for urban hospitals in the 
census region in which the hospital is 
located, as indicated in the table below: 


RegKXi 

Numter ot 
dttcharges 

1 New England (CT. ME. MA. NH, 


Rl, VT). .. 

7.236 

2. Middle Atlarrtic (PA. NJ. NY)__ 

8.353 

3. South Atlantic (DE. DC. FL GA, 


MD. NC. SC. VA, WV)... 

7.029 

4 East North Central (IL. IN, Ml. OH. 


Wl)____ 

6.096 

5 East South Central (AL. KY. MS. 

TN).... 

5,576 

6. West North Central (lA, KS. MN. 

MO. NB. NO. SO).._ 

5.957 

7. West South Central (AR, LA, OK, 


TX)______ 

5.251 

8. Mountain (AZ. CO. ID. MT. NV, 

NM. UT. WY)...,.. 

7.511 

9 Pacific (AK, CA. HI. OR. WA).. 

5.393 


We note that all the regional standard 
now exceed the national of 5.000. 
Therefore, 5.000 discharges is now the 
standard all hospitals will have to meet. 
We reiterate that to qualify for rural 
referral center status for cost reporting 
periods beginning on or after October 1, 
1992, an osteopathic hospital's number 
of discharges for its cost reporting 
period that began during FY 1991 would 
have to be at least 3.000. 


3. Retention of Referral Center Status 

In the August 31,1984 final rule, we 
announced that we were instituting a 
periodic review of the status of hospitals 
that qualified for a payment adjustment 
as a referral center (49 FR 34746). That 
final rule stated that this review would 
allow us to determine if these hospitals 
continued to meet the criteria for 
referral center status. The final rule 
stated that we would grant referral 
center status to a hospital for a 3-year 
period. At the end of the 3 years, we 
would evaluate a hospital's performance 
in meeting the criteria for qualifying as a 
referral center. A hospital would have 
been required to meet the criteria for at 
least 2 of those 3 years. If it did, the 
hospital would retain its referral center 
status for another 3-year period. If the 
hospital did not meet the criteria for at 
least 2 of the 3 years, the hospital's 
status as a referral center would end 
with the last day of the third cost 
reporting period for which it received 
the referral center payment adjustment 

Before we were able to implement this 
review, the Omnibus Budget 
Reconciliation Act of 1986 (Pub. L 99- 
509) was enacted on C^tober 21,1966. 
Section 9302(d)(2) of Public Law 99-509 
stated that any hospital that was 
classified as a rural referral center on 
the date of the enactment of that law 
would continue to be classified as a 
referral center for cost reporting periods 
beginning on or after October 1.1986 
and before October 1,1989. Thus, any 
hospital that was classified as a referral 
center as of October 21,1986 (the date of 
enactment of Public Law 99-^509) was 
guaranteed this status through its cost 
reporting period beginning before 
October 1.1989. 

We again attempted to implement the 
referral center triennial reviews in 1989. 
In the May 8,1989 proposed rule (54 FR 
19653) and in the September 1,1989 final 
rule (54 FR 36486), we reiterated the 
review criteria and the methodology that 
we would follow in performing the 
reviews. However, since some referral 
centers had been so classified for more 
than 3 years, the triennial review would 
be limited to the hospital's compliance 
during the last 3 years. 

Shortly after implementation of the 
triennial review procedures on October 
1,1989, Congress enacted the Omnibus 
Budget Reconciliation Act of 1989 
(Public Law 101-239) on December 18, 
1989. Section 6003(d) of that Act stated 
that any hospital that was classified as 
a referral center as of September 30, 

1989, including those so classified as a 
result of section 9302(d)(2) of Public Law 
99-509, would continue to be classified 
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as a referral center for cost reporting 
periods beginning on or after October 1. 
1989 and before October 1.1992. In the 
September 4.1990 final rule (55 FR 
36070). the regulations at § 412.96(g)(2] 
were revised to reflect this provision. 
These regulations state that referral 
center status for those hospitals that do 
not meet the retention criteria will 
terminate with the first cost reporting 
period beginning on or after October 1, 
1992. 

We believe it is important that the 
rural referral center benefit be available 
only to those hospitals that continue to 
be in compliance with the statutory 
criteria for designation. Therefore, with 
the expiration of the requirement of 
section 6003(d) of Public Law 101-239 on 
October 1.1992, we are implementing 
the retention criteria and methodology 
specified in S 412.96(f) that we had 
developed previously. These criteria and 
methodology were discussed in the June 
10,1985 proposed rule (50 FR 24380), in 
the September 3,1965 fmal rule (50 FR 
35676) and in the September 1.1989 final 
rule (54 FR 36486). 

Basically, to retain status as a referral 
center, a hospital will have to meet the 
criteria for classification as a referral 
center specified in ( 412.96 (b)(1) or 

(b) (2) or (c) for 2 of the last 3 years or it 
must qualify on the basis of the 
requirements for the current year. A 
hospital may meet any one of three sets 
of the specific criteria for individual 
years during the 3-year period or the 
current year. For example, a hospital 
may meet the two mandatory 
requirements in $ 412.96 (c)(1) (case-mix 
index) and (c)(2) (number of discharges) 
and the optional criterion in paragraph 

(c) (3) (medical staff) during the first 
year. During the second or third year, 
the hospital may meet the criteria under 
S 412.96(b)(1) (rural location and 
appropriate bed size). 

A hospital will have to meet all of the 
criteria within any applicable section of 
the regulations in order to meet the 
retention criteria for a given year. That 
is. it will have to meet all of the criteria 
of 5 412.96(b)(1) or { 412.96(b)(2) or 
§ 412.96(c). For example, if a hospital 
meets the case-mix index standards in 
§ 412.96(b)(2) in years 1 and 3 and the 
number of discharge standards in 
§ 412.96(c)(2) in years 2 and 3. it will not 
meet the retention criteria. All of the 
standards would have to be met in the 
same year. 

In accordance with { 412.96(f)(2), the 
review process will be limited to the 
hospital's compliance during the last 3 
years. Thus, if a hospital meets the 
criteria for at least 2 of the last 3 years 
or for the current year the criteria for FY 
1993 outlined above in section V.Cl and 


2 of this preamble, it will retain its 
status for another 3 years. No hospital 
will be subject to a review until the end 
of its third full cost reporting period as a 
referral center. We have constructed the 
following chart and example to aid 
hospitals and qualify as referral centers 
under the criteria in § 412.96(c) in 
projecting whether they will retain their 
status as a referral center. 

Under § 412.96(f), to qualify for a 3- 
year extension effective with cost 
reporting periods beginning in FY 1993, a 
hospital must meet the mandatory 
criteria in S 412.96(c) for FY 1993 or it 
must meet the criteria for 2 of the last 3 
years as follows. 


For the 
coo 

reponing 
period 
beginning 
dunng FY 

Use 

hospitaft 
case-mix 
index for 
FY 

Use the 
discharges 
for the 
hospitaTs 
cost 

reporting 
period 
banning 
during FY 

Use 

numerical 

standards 

as 

pubftshed 
m the 
Federal 
Register 
on 

1992_ 

1990. 

1990..... 

August 30. 
1991. 

1991... 

1989_ 

1989_ 

September 
4. 1990 

1990...... 

1988.. 

1988.. 

September 
1. 1909 


Example: A hospital with a cost 
reporting period beginning July 1 
qualified as a referral center effective 
July 1,1988. The hospital has fewer than 
275 beds. Its status as a referral center is 
protected through June 30,1993 (the end 
of its cost reporting period beginning 
July 1.1992). To determine if the hospital 
should retain its status as a referral 
center for an additional 3-ye£Lr period, 
we will review its compliance with the 
applicable criteria for its cost reporting 
periods beginning July 1.1990, July 1. 
1991, and July 1,1992. The hospital must 
meet the criteria either for its cost 
reporting period beginning July 1.1993 or 
for two out of the three past periods. For 
example, to be found to have met the 
criteria, at § 412.96(c)(2) for its cost 
reporting period beginning July 1,1991, 
the hospital's case-mix index value 
during FY 1989 must have equaled or 
exceeded the lower of the national or 
the appropriate regional standard as 
published in the September 4,1990 final 
rule. The hospital's total number of 
discharges during its cost reporting year 
beginning July 1,1969 must have equaled 
or exceed^ 5.000 or the regional 
standard as published in the September 
4,1990 final rule. 

For those hospitals that seek to retain 
referral center status by meeting the 
criteria of fi 412.96 (b)(i) and (b)(l)(ii) 
(that is. rural location and appropriate 
bed size (500 or more beds for 


discharges occurring before April 1,1988 
and 275 or more beds thereafter)), we 
will look at the number of beds shown 
for indirect medical education purposes 
(as defined at § 412.105(b)) on the 
hospital's cost report for the appropriate 
year. We will consider only full cost 
reporting periods when determining a 
hospital's status under { 412.96(b)(l)(ii). 
This definition varies from the bed size 
criterion used to determine a hospital's 
initial status as a referral center because 
we believe it is important for a hospital 
to demonstrate that it has maintained at 
least 275 beds throughout its entire cost 
reporting period, not just for a particular 
portion of the year. 

C. Direct Graduate Medical Education 
Payment (§ 413.66) 

Section 1886(h) of the Act sets forth 
the provisions governing direct 
payments for graduate medical 
education. As implemented by 
regulations at § 413.88. HCFA pays a 
hospital a fixed amount per full time 
equivalent (FTE) resident employed by 
the hospital. Under $ 413.86(f). HCFA 
determines the number of hospital 
resident FTEs by applying a weighting 
factor to each resident. 

In order to be given an FTE weight of 
greater than zero, under S 413.86(h). a 
foreign medical graduate must pass the 
Foreign Medical Graduate Examination 
in the Medical Sciences (FMCEMS), or 
before July 1,1986, have received 
certification from, or passed an 
examination of the Educational 
Committee for Foreign Medical 
Graduates. On or after September 1, 
1989, the National Board of Medical 
Examiners Examination (NBMEE), parts 

I and U, may be substituted for the 
FMGEMS. Failure to meet the qualifying 
requirements on the part of a foreign 
medical graduate results in an FTE 
weight of zero being assigned to that 
resident. The hospital, as a result, would 
not receive any direct graduate medical 
education payments for that resident. 

Both the FMGEMS and the NBMEE 
are about to be replaced by the United 
States Medical Licensing Examination 
(USMLE). Beginning June 1.1992, foreign 
medical graduates will have the option 
of taking the USMLE or the FMG^S. 
Effective in July 1.1993, only the USMLE 
will be administered, and foreign 
medical graduates must pass steps I and 

II in order to receive certification. 
Therefore, we are proposing to revise 
§ 413.86(h) to reflect this change in the 
examination requirements. 

We note that section 1886(h) of the 
Act references only the FMGEMS. 
Therefore, we intend to seek a technical 
amendment so that the statute will 
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provide explicitly for recognition of 
successor tests. We expect the Congress 
to act on the technical amendment 
within one year. 

VI. Proposed Changes to Capital 
Prospective Payment System Rules 

A, Payments to New Hospitals 
(§§412.300. 412.302. 412.324. and 412.323) 

The August 30,1991 final rule 
implementing the capital prospective 
payment system established special 
payment provisions for new hospitals 
(50 FR 43418). Under § 412.324(b). a new 
hospital is paid 85 percent of its 
allowable Medicare capital-related 
costs through its cost reporting period 
ending at least 2 years after the hospital 
accepts its first patient. Beginning with 
the third year, the hospital is paid under 
the fully prospective or hold-harmless 
payment methodology, as appropriate. If 
the hospital is paid under the hold- 
harmless payment methodology, the 
hospitars hold-harmless payments for 
its old capital costs continue for up to 8 
years. 

As defined under § 412.300(b), a new 
hospital is one that has operated (under 
previous or present ownership) for less 
than 2 years and does not have a 12- 
month cost reporting period that ends on 
or before December 31,1990. As a result 
of situations brought to our attention 
since the publication of the August 30, 
1991 final rule, we are proposing to 
refine the definition of a new hospital 
and clarify how we would treat facilities 
that have operated for more than 2 years 
but do not have a 12-month cost 
reporting period ending on or before 
December 31,1990. These changes are 
necessary to ensure that hospitals that 
actually had an existing asset base on or 
before December 31,1990 are not 
inadvertently provided with an 
extended transition period and 
potentially higher payments than other 
hospitals. 

We believe that it is essentia) to 
maintain the integrity of the capita) 
prospective payment system by allowing 
only truly new providers of hospital care 
to qualify for the new hospital 
exemption. The exemption is intended 
to protect hospitals that come under the 
capital prospective payment system 
without a historic asset base and need 
special consideration for their original 
plant and equipment costs during their 
initial years of operation. Therefore, we 
are proposing to clarify that the new 
hospital exemption under the capita) 
prospective payment system would not 
apply to a facility that opens as an acute 
care hospital if that hospital operated in 
the past under current or previous 
ownership and has a historic asset base. 


Examples of hospitals with an existing 
asset base that open as acute care 
hospitals include a hospital that closes 
and subsequently reopens (under either 
its original or different ownership), and 
a facility that changes its certification 
from a specialty hospital that is 
excluded from the capital prospective 
payment system to an acute care 
hospital. Although a facility may be 
treated as a new hospital for 
certification or other payment purposes 
when it has previously operated as a 
hospital, it would not qualify for a new 
hospital exemption under the capital 
prospective payment system. As is the 
case with other acute care hospitals, 
Medicare program payment has been 
made to the facility in the past under 
reasonable cost reimbursement rules, 
either for the same physical assets or for 
assets that have been replaced, and the 
hospital had old capital costs as of 
December 31,1990. If the facibty were 
permitted to qualify for the new hospital 
exemption, we would be extending its 
cut-o^ date for old capital beyond the 
date allowed other hospitals with an 
existing asset base. We believe it is 
inappropriate to provide 4he hospital 
with a special payment protection that 
is not a^orded other hospitals that were 
in operation before the effective date of 
the capital prospective payment system. 
The reasonable cost payment protection 
under the new hospital exemption 
should only be available to those 
hospitals that have not received 
reasonable cost payments in the past 
and need special protection during their 
initial peri(^ of operation. 

Also, we propose to clarify that a 
hospital that replaces its entire facility 
(with or without a change of ownership) 
does not qualify for a new hospital 
exemption. Although the hospital may 
experience a significant change in its 
asset base, we believe it would be 
inappropriate to provide the hospital 
with special payment protection. If we 
were to allow new facilities built by 
existing hospitals to qualify for the new 
hospital exemption, we would provide 
an inappropriate incentive for hospitals 
to replace their existing plant instead of 
renovating or expanding their current 
facility. If the capital prospective 
payment system is to be effective in 
encouraging prudent capital spending, 
payment must be neutral with respect to 
decisions concerning whether to 
renovate or replace existing assets. 

Therefore, we are proposing to amend 
the definition of a new hospital at 
S 412.300(b) to clarify that the exemption 
applies only to hospitals that have been 
in operation for less than 2 years and 


does not apply to the following 
situations: 

• A hospital that changes status from 
an excluded hospital paid under section 
1886(b) of the Act to an acute care 
hospital subject to the provisions of 
section 1886(d) of the Act. 

• A hospital that has been in 
operation for more than 2 years but has 
been participating in the Medicare 
program for less dian 2 years. 

• A hospital that closes and then 
reopens under either the same or 
different ownership. 

• A hospital that builds a new or 
replacement facility at the same or a 
new location, even if a change in 
ownership or new leasing arrangements 
are involved. 

Consistent with these changes, we are 
proposing to revise 9 412.328 to clarify 
that if a hospital (other than a new 
hospital) does not have a 12-month cost 
reporting period ending on or before 
December 31,1990 as an acute care 
hospital, the hospitafs hospital-specific 
rate would be based on the hospitafs 
old capital costs per discharge in its first 
12-month cost reporting period (or 
combination of cost reporting periods 
covering at least 12-months) ending after 
Deceml^r 31,1990. All other transition 
payment rules apply to the hospital 
effective with the first cost reporting 
period that it is subject to the capital 
prospective payment system. 

We are also proposing to clarify the 
old capital defmition applicable to 
hospitals that qualify for a new hospital 
exemption. Under § 412.328(a)(2), a new 
hospitafs base period is its 12-month 
cost reporting period (or combination of 
cost reporting periods covering at least 
12 months) that begins at least 1 year 
after the hospital accepts its first 
patient. Although the preamble of the 
August 30.1991 final rule (56 FR 43418) 
stated our intent to treat the hospitars 
base year costs as old capita) costs, the 
regulations do not explicitly contain this 
provision. We are proposing to revise 
9 412.302 to define a new hospitars old 
capital costs as its allowable capital- 
related costs for land and depreciable 
assets that were put in use for patient 
care on or before the later of December 
31,1990 or the last day of its base period 
cost reporting period. The limitations in 
9 412.302(b) that apply to old capital 
costs would also apply to a new hospital 
except that the limitations would be 
based on the hospitars old capital costs 
for assets that were put in use as of the 
later of December 31,1990 or the last 
day of its base period cost reporting 
period. We are not proposing any 
change in the obligated capita) 
provisions with respect to new 
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hospitals; that is. new hospitals are 
subject to the same rules on obligated 
capital as other hospitals (see 
S 412.302(c)). 

B. Portion of Hospital Assets Put in 
Patient Care Service After December 31, 
1990 (§ 412.302) 

In the preamble to the August 30,1991 
final rule, we addressed a comment 
concerning how a situation involving a 
portion of a hospital that was leased to 
another party as of December 31.1990 
should be treated if the hospital 
subsequently takes possession of the 
space and uses it for patient care (56 FR 
43396). We responded to the comment 
by indicating that the space, which 
would be a nonreimbursable cost center 
in the hospital's base year, would be 
recognized as old capital when it is 
subsequently used by the hospital for 
patient care. Althou^ we addressed 
this specific situation in our response to 
comments in the final rule, we did not 
establish a general principle to follow in 
situations where nonreimbursable cost 
centers in the base year subsequently 
become allowable cost centers. We 
believe that such situations regularly 
occur in hospital operations and must be 
specifically addressed in our rules 
defining old and new capital. 

We propose to revise § 412.302(b) to 
address situations in which a hospital 
may have a nonreimbursable cost center 
or otherwise incur unallowable hospital 
costs for a depreciable asset as of 
December 31.1990. Examples of these 
unallowable costs include costs 
attributable to space or equipment that 
is leased to another party or used to 
provide non-hospital services in part of 
a building or department that is also 
used to provide acute care inpatient 
hospital services. To the extent the costs 
of such space or equipment become 
allowable inpatient hospital capital- 
related costs after December 31.1990, 
those costs would be recognized as old 
capital costs as long as a portion of the 
asset was in use for hospital inpatient 
care as of December 31.1990. TTie 
allowable costs that could be recognized 
as old capital costs would be subject to 
the current provisions at i 412.302(b). If 
no portion of an asset was used to 
provide hospital inpatient care as of 
December 31.1990. any allowable 
hospital inpatient capital-related costs 
of the asset would be recognized as new 
capital costs when the asset was 
returned to hospital inpatient care 
service. 

We considered proposing that any 
portion of an asset that was not used for 
patient care as of December 31.1990, 
and was subsequently put in use for 
patient care, would be classified as new 


capital This approach would be 
consistent with our definition of old 
capita] costs since the nonreimbursable 
portion of the asset's costs was not an 
allowable cost as of December 31.1990 
because the asset was not in use for 
patient care. However, this approach 
would require that we classify the same 
asset as old capital with respect to the 
portion that was in use for patient care 
as of December 31,1990, and as new 
capital with respect to the portion that 
was in use for nonhospital care as of 
December 31.1990. We believe that for 
purposes of cost finding and the 
determination of allowable inpatient 
hospital costs, an individual asset 
should be considered as either old or 
new capital but not both. Therefore, we 
are proposing that if a portion of an 
asset was in use for hospital patient 
care as of December 31.1990. subject to 
the limitations in § 412.302(b] on old 
capital costs, we would recognize as old 
capital costs any costs for other portions 
of the asset that subsequently become 
allowable. If no portion of an asset was 
in use for hospital patient care as of 
December 31.1990. the asset would be 
classified as new capital if it is 
subsequently put in use for hospital 
patient care. We have chosen December 
31.1990 as the cut-off date because the 
old capital definition implicitly assumes 
that an asset was put in use on or before 
December 31.1990 and continues in use 
as of December 31,1990. We do not 
believe that an asset that was put in use 
for hospital patient care before 
December 31.1990 but was taken out of 
hospital patient care service by 
December 31,1990 should be classified 
as old capital and receive the same 
protection under the hold-harmless 
provision as an asset that was actually 
in use for hospital patient care as of 
December 31. 199a 
The proposed policy provides 
protection for space or equipment costs 
that are an integral part of assets that 
otherwise qualify as old capital, while 
preventing an inappropriate extension of 
the hold-harmless protections to 
buildings and equipment that were not 
used for hospital patient care as of 
December 31.1990. We wish to avoid 
incentives for hospitals to circumvent 
the capital prospective payment system 
by converting existing assets that are 
used to provide nonhospital patient care 
into hospital assets that would be 
protected under the hold-harmless 
methodology while receiving payment 
under Medicare program benefits for the 
replacements for the non-hospital assets 
on a reasonable costs basis, lliis could 
occur, for example, if beds in a building 
used to provide skilled nursing facility 


services in a multiple-facility complex 
were converted to acute care beds and 
new SNF beds were put in service. 

C. Treatment of Old Capital Costs 
When Hospitals Are L^sed After 
December 31,1990 (§ 412.302(b)) 

The August 30.1991 final rule 
addressed how various situations 
involving changes of ownership and 
sale-and-leaseback transactions are 
treated under the capital prospective 
payment system (56 FR 43395 and 
43405). Since publication of the final 
rule, an additional situation has been 
brought to our attention that merits 
clarification. When an entire hospital 
operation is leased without transfer of 
the asset costs of the previous operator, 
those asset costs on which the old 
capital determination was based are no 
longer the allowable capital-related 
costs of the hospital. At that time, the 
new owner's lease costs become the 
allowable capital-related costs of the 
hospital. Under i 412.302(b)(3). which 
limits old capital lease costs to the lease 
amount obligated as of December 31. 
199a the hospital's lease costs would be 
new capital However, in other change 
of ownership situations occurring after 
the December 31.1990 cut-off date for 
old capital we allow the old capital 
determinations applicable to the old 
owner to continue to apply to the new 
owner (see 56 FR 43395 and 43405). We 
believe that it is appropriate to deal 
nvith the leasing of the entire facility in a 
similar manner. 

We propose to revise S 412.302(b) to 
allow continued recognition of the base 
period old capital cost determinations in 
situations where a hospital is leased 
without assumption of the hospital's 
asset costs. However, we would limit 
the amount of allowable capital-related 
costs that could be recognized as old 
capital to the amount that could be 
recognized for the same assets in the 
last cost reporting period before the 
current operating lease became 
effective. Any cost above that limitation 
would be paid for as new capital cost. 
This policy would affect only those 
hospitals eligible for capital prospective 
payments on the basis of the hold- 
harmless methodology. In those cases, a 
hospital would not ^ held harmless for 
any increased costs resulting from the 
lease arrangement entered into after 
December 31.1990. This approach would 
be consistent with the general policy of 
extending the hold-harmless protection 
only to capital commitments entered 
into by the December 31.1990 cut-off 
date. It would also be consistent with 
the limitation on the valuation of a new 
owner's basis in an asset that undergoes 
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change of ownership, set forth in section 
1861(v)(l)(0) of the Act. 

For purposes of determining old 
capital costs, treatment of lease costs 
that involve leasing of portions of a 
hospital's operation or assets would 
continue to be subject to the provisions 
of { 412.302 (bK3) and (c)(lKvi). 

D, Obligated Capital Costs (§ 412.302(c)) 

1. Deadline for Putting Assets in Use 

Capitabrelated costs attributable to 
assets that are put in use after 
December 31,1990 but for which the 
hospital was obligated as of December 
31,1990 may be recognized as old 
capital costs under certain conditions. 
Under the general rule related to 
contractual obligations (5 412.302(c)(1)) 
and the special rule relating to 
construction-in-progress 
(S 412.302(c)(3)), one condition is that 
the asset be put in use for patient care 
before October 1,1994. Under the rule 
relating to hospitals affected by a 
lengthy certificate-of-need (CON) 
process (S 412.302(c)(2)), the asset must 
be put in use before the earlier of 
October 1,1996 or 4 years from the date 
the certificate-of-need was approved. 
Under { 412.302(c)(l){iv), If a hospital 
experiences delays due to extraordinary 
circumstances beyond its control, HCFA 
may extend the deadline for putting an 
asset in use to no later than September 
30.1990. Extraordinary circumstances 
include, but are not limited to, a 
construction strike or atypically severe 
weather that significantly delayed 
completion of a construction project. 
Normal construction delays do not 
constitute extraordinary circumstances. 

The current regulations do not 
establish a process for granting an 
extension in the deadline. We are 
proposing to require that a hospital 
requesting an extension of the deadline 
must notify its intermediary of the 
extraordinary circumstances that 
delayed, or will delay, completion of the 
project beyond the original deadline. 

The request for an extension must be in 
writing and filed with the intermediary 
by the later of January 1,1993 or within 
180 days of the event leading to the 
delay. The request must describe the 
circumstances contributing to the delay 
and explain why they are extraordinary 
and beyond the hospital's control. The 
request must also explain why the delay 
cannot be overcome and must provide a 
new estimated completion date 
established by the contractor, supplier, 
or other servicing party. The 
intermediary would review and verify 
the documentation submitted by the 
hospital. The intermediary would 
forwcud the request and the results of Its 


review to HCFA within 60 days. Unless 
additional information is required, 

HCFA would notify the intermediary of 
its decision on the request within 90 
days of receiving the request from the 
intermediary. 

2. Deadline for Notifying Intermediary of 
Obligated Capital 

Section 412.302(c)(l)(v) provides that 
a hospital must notify its intermediary 
that it has obligated capital within 90 
days of the date the hospital first 
becomes subject to the capital 
prospective payment system. The 
hospital's notification must include 
documentation establishing that the 
capital project meets the criteria for 
recognition as obligated capital and a 
description of the project and its 
estimated costs as of December 31,1990. 
The intermediary determines whether 
the applicable criteria are met and 
notifies the hospital of its decision 
before the close of the hospital’s first 
cost reporting period under the capital 
prospective payment system. The 
intermediary's determination is 
contingent on the asset being put in use 
for patient care by the applicable date. 

We established the notification and 
review process for obligated capital for 
three basic reasons that we still believe 
are appropriate. First the old capital 
cost determination for obligated capital 
relates to the status of the project and 
its estimated costs as of December 31. 
1990. We believe a prompt submission 
contemporaneous with when the project 
was obligated and when the 
intermediary would be performing base 
year audits would facilitate both the 
submission of proper supporting 
documentation and the determination 
process. In addition, we want to fix as 
soon as feasible the amount of obligated 
capital that will be recognized as the 
assets are put in use in order to refine 
the capital acquisition model used for 
budget neutrality calculations. Finally, 
we believe that it is appropriate for 
hospitals to know in advance whether a 
project will be recognized as old capital 
and the amount of the limitation on the 
project costs that will be recognized as 
old capital costs. 

Since the publication of the final 
capital prospective payment rule, 
intermediaries and hospital 
representatives have indicated that 
although the notification requirement 
was clearly set forth in the August 30, 
1991 final rule (56 FR 43450) and In the 
interim hospital-specific rate notification 
letters sent to hospitals at least 30 days 
prior to their first cost reporting period 
under the capital prospective payment 
system, some hospitals did not notify 
their intermediary of obligated capital 


within the required 90 days after the 
beginning of ^eir first cost reporting 
period under the capital prospective 
payment system. Also, since the 
notification deadline occurs before the 
end of the third month after a hospital 
becomes subject to capital prospective 
payments, some hospitals missed the 
deadline due to confusion over the 
distinction between 90 calendar days 
and a 3-month period. 

In view of the shorter timeframe for 
some hospitals between the publication 
of the August 30.1991 final rule and the 
start of their first cost reporting period 
under the capital prospective payment 
system, and to avoid disadvantaging 
some hospitals that might not have 
understood the importance of making a 
timely submission to the intermediary, 
we have decided to revise 
S 412.302(c)(l)(v) to extend the deadline 
for submission of obligated capital cost 
documentation. We propose to require 
that a hospital must notify its 
intermediary of any obligated capital by 
the later of October 1,1992 or 90 
calendar days after the hospital 
becomes subject to the capital 
prospective payment system. 

We believe the extension would 
provide adequate time for all hospitals 
to familiarize themselves with the 
requirements for submitting the 
obligated capital documentation to the 
Intermediary. Also, this action provides 
a renewed opportunity to submit 
documentation for hospitals that 
previously did not submit a notification 
of obligated capital because of concern 
about meeting one or more of the 
qualifying criteria. However, hospitals 
should be aware that even if they may 
later meet criteria which they initially 
anticipated could not be met. there 
would be no further relief from the 
notification deadline for submission of 
obligated capital cost documentation. 

Consistent with the extension of the 
notification deadline for the hospital, we 
would also extend the deadline for the 
intermediary's notification to the 
hospital of its obligated capital 
determination. We would provide that 
the intermediary would have 1 year 
from the date the hospital submits its 
complete documentation to advise the 
hospital of its decision. 

3. Certificate-of-Need Approvals 

Under § 412.302(c)(2), a capital project 
that is affected by a lengthy certificate- 
of-need (CON) approval process may 
qualify as old capital if certain 
conditions are met. One of the 
conditions is that the hospital filed the 
initial CON application on or before 
December 31.1989 and had not received 
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approval as of September 30,1990. If the 
hospital received approval no later than 
September 30.1990, we believe it is 
reasonable for the hospital to have 
entered into a contractual obligation for 
the project on or before December 31. 
1990, in which case the project would 
qualify under the general rule for 
obligated capital. 

Since the publication of the August 30. 
1991 final rule, we have identified 
situations where the State granted an 
approval that is conditional upon the 
hospital fulfilling certain requirements. 
Since the August 30,1991 final rule did 
not describe what would constitute a 
CON approval, we are proposing to 
clarify how conditional approvals will 
be treated under the obligated capital 
rule. 

The conditions in the CON approval 
may or may not prevent the hospital 
from proceeding with project activities 
without delay. For example, a 
requirement that the hospital obtain 
adequate financing would not prevent 
the hospital from entering into a 
contractual obligation to initiate the 
project by December 31,1990. Similarly, 
conditions related to making minor 
design modifications would not impede 
the hospital's ability to proceed with the 
project. On the other hand, if the 
hospital received an approval as of 
September 30.1990 that was contingent 
upon a major change in the scope of the 
project, it would be unreasonable to 
expect the hospital to enter into a 
contract for or otherwise proceed with 
the project by December 31,1990, since 
additional planning and design activities 
may be required. 

We propose to amend 
§ 412.302(c)(2)(i)(B) to provide that if a 
hospital received conditional CON 
approval for a project, the intermediary 
would assess the nature of the 
conditions and determine whether the 
hospital received sufficient approval for 
the scope of the project to proceed with 
the project without undue delay. We 
believe that the intermediary could best 
ascertain whether such conditions were 
sufficient in themselves, given the 
specific circumstances, to prevent a 
hospital from proceeding with the 
project without delay. As is the case 
with other obligated capital 
determinations, there would be an 
internal review process for the 
intermediary to obtain guidance on 
questionable cases. 

E. Adjusting the Hospital-Specific 
Rate — Transfer-Adjusted Discharge and 
Case-Mix Index for Subsequent Base 
Periods (§§ 412.328 (b)(3) and (c)(1)) 

Section 412.328(b)(3) provides for the 
determination of a transfer adjustment 


factor for each hospital. The transfer 
adjustment factor is used to adjust the 
discharge count and the case-mix index 
used to calculate each hospital's 
hospital-specific rate. Payment for 
transfer cases is made on a per diem 
rate basis, not to exceed the full DRG 
rate. There is no distortion in the 
hospital-specific rate if the transfer is 
paid at the full DRG rate. However, to 
the extent that a transfer is paid on the 
per diem rate, the hospital-specific rate 
would either be understated by counting 
the transfer as a full discharge, or 
overstated by excluding the transfer 
entirely from the discharge count. In 
developing the August 30.1991 final rule, 
we determined that it was not 
administratively feasible to remove the 
costs associated with such transfer 
cases from the allowable capital-related 
costs in the base period. Instead, we 
adopted an adjustment to the discharge 
count to assure that transfers are 
counted in determining the hospital- 
specific rate only to the extent that a 
hospital received a proportionate 
payment for them. To determine the 
transfer adjustment factor, we first 
construct a beneficiary file for a 
particular cost reporting period from 
MEDPAR (for the initial base year 
determinations, the MEDPAR data 
received as of June 30,1991). We then 
count each case as the lower of 1.0 or 
the result obtained by dividing the 
length of stay (LOS) for a case by the 
geometric mean LOS for the case DRG. 
Thus, a weighted average of the cases 
represents a proportion of a discharge in 
each transfer case, not to exceed 1.0. To 
determine the transfer adjustment factor 
for each hospital, we then add together 
the adjusted discharges and divide by 
total discharges, including transfers. 

We also provided in S 412.328(c) for a 
similar adjustment to the case-mix index 
for each hospital by multiplying the 
DRG weight for a transfer case by the 
ratio of the actual LOS for the case to 
the geometric mean LOS for the DRG. 
Using the transfer-adjusted discharge 
count and case-mix index, we ensured 
that a hospital's hospital-specific rate 
would match its costs per ^scharge. 

We provided only for the transfer 
adjustment factors for the initial base 
year period in the August 30,1991 final 
rule. Therefore, we are proposing to 
amend §{ 412.328(b)(3) and 412.328(c) to 
apply appropriately updated transfer 
adjustment factors for later cost 
reporting periods that may be used as 
base periods in the case of a new 
hospital or a hospital-specific rate 
redetermination. For later base periods 
beginning before October 1.1991, HCFA 
would determine the discharge transfer 
adjustment factor for a hospital using 


the applicable base period MEDPAR 
data on file as of the December 31 or 
June 30 update occurring at least 6 
months after the close of the base period 
involved. Thus, for cost reporting 
periods ending on or before June 30.1991 
the transfer-adjusted case mix index 
and discharge transfer adjustment factor 
in Table 9 would be considered final 
values. Values for cost reporting periods 
ending after June 30,1991 through 
December 31,1991 would be published 
in the final rule. For subsequent periods 
beginning on or after October 1,1991, 
the intermediary for the hospital would 
determine the discharge transfer 
adjustment factor for a base period 
using the most recent billing data 
available from the Provider Statistical 
and Reimbursement System as of the 
date of the final determination of the 
hospital-specific rate. The transfer- 
adjusted case-mix index would be 
determined by using the same data that 
is used to determine the discharge 
transfer adjustment factor. 

F, Redetermination of the Hospital- 
Specific Rate (§ 412.328(f)) 

Section 412.328(f) provides that upon 
request by a hospital paid under the 
fully prospective payment methodology, 
the intermediary redetermines the 
hospital-specific rate to reflect changes 
in old capital costs as determined in a 
cost reporting period beginning 
subsequent to the base period but no 
later than the hospital's cost reporting 
period beginning in FY 1994 (or the cost 
reporting period beginning after 
obligated capital that is recognized as 
old capital is put in use, if later). New 
capital costs are excluded for the 
calculation of the revised hospital- 
specific rate. The revised hospital- 
specific rate is effective with the 
beginning of the new base period and 
continues through the remainder of the 
transition unless the hosptial requests 
another redetermination. If the revised 
hospital-specific rate is higher than the 
Federal rate (after taking into account 
the estimated effect of outliers and the 
payment adjustments), the hospital is 
paid under the hold-harmless 
methodology effective with the 
beginning of the new base period. 

Section 412.328(f) (as amended by the 
January 27,1992 correction notice (57 FR 
3016) to the August 30.1991 final rule) 
requires that hospital request for a 
redetermination of the hospital-specific 
rate must be made not later than 90 days 
after the close of the hospial’s first cost 
reporting period beginning on or after 
October 1.1991, or the cost reporting 
period that will serve as the new base 
year, whichever is later. 
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Since publication of the August 30, 
1991 final rule, we have received a 
number of questions regarding the basic 
criteria for a hospital-specific rate 
determination and the process for 
requesting a redetermination. These 
questons indicate confusion over when 
a request for redetermination is 
appropriate, what responsibilities the 
hospital has in requesting a 
redetermination, and whether a hospital 
is bound by the outcome of the 
interraediauy determinaton of the 
revised hospital-specific rate. To help to 
resolve these issues, we are proposing 
the following clarifications to the 
regulations. 

We would amend { 412.328(f)(l)(t) to 
clarify that a redetermination is 
permitted only when there is an increase 
in the hospital's old capital costs. We 
would state explicitly that no 
redetermination would be made to 
recognize other conditions that could 
affect the hospital-specific rate, such as 
a decline in utilization that produced an 
increase in the hospital's old capital cost 
per discharge. As discussed in the 
preamble to the August 30,1991 final 
rule (56 FR 43369), we provided for 
hospital-specific rate redeterminations 
as a way of addressing certain 
situations in which a hospital's base 
year costs may be sufficiently distorted 
that they should not be used to 
determine the hospital's payments 
throughout the transition period. We 
selected the redetermination approach 
over other alternatives since we felt it 
was most consistent with our decision to 
provide for limited recognition of 
obligated capital costs. We believe that 
a redetermination of the hospital- 
specific rate based on the hospital's 
capital cost in the subsequent cost 
reporting period is a reasonable and 
appropriate way to take these increases 
in old capital costs into account for 
hospitals paid under the fully 
prospective methodology. 

However, we do not believe a 
redetprraination is appropriate when the 
hospital-specific rate is affected by 
factors other than an increase in old 
capital costs. This would include an 
increase in a hospital's old capital cost 
per discharge that is solely related to a 
decline in utilization. We noted in the 
preamble to the August 30.1991 final 
rule that one purpose of moving to a per 
discharge payment was to enable the 
Medicare program to provide incentives 
for efficiency by ending subsidies for 
underutilized capacity (56 FR 43363). We 
indicated that building an occupancy 
adjustment into the hospital-specific 
rale would undermine the incentives of 
the prospective payment system. 


Further, we noted that we did not 
believe a redetermination of the 
hospital-specific rate to reflect 
fluctuations in occupancy rates was 
appropriate (58 FR 43412). With regard 
to special payment protection policies, 
we noted diat although the minim um 
payment level provides protection 
against large utilization declines, we 
explicitly provided that payments would 
not be made under the extraordinary 
circumstances exceptions policy for 
financial losses attributable to declines 
In patient volume (56 FR 43411). 
Similarly, it was not our intent to protect 
hospitals &om financial losses 
attributable to declines in patient 
volume through the hospital-specific rate 
redetermination process. 

Current regulations provide that a 
request for redetermination must be 
made within 90 days of the close of the 
affected cost reporting period, when the 
cost report is oi^inarily due. We 
propose to amend { 412.328(f)(l}(iii) to 
extend the deadline to coindde with the 
cost report due date and any extension 
in the cost report filing date granted by 
the intermediary. We believe revising 
the regulations to conform with existing 
administrative practice on the cost 
report filing deadline Is appropriate 
since the cost report contains essential 
documentation for redetermining the 
hospital-specific rate. We note that if 
the hospital does not file the cost report 
timely in accordance %vith the filing date 
established by the intermediary, the 
redetermination request must 
nevertheless be filed timely to receive 
intermediary consideration. 

We believe that hospitals must 
recognize the significance of requesting 
a redetermination for increased old 
capital costs for themselves and for the 
intermediary who must process the 
request and make the final hospital- 
specific rate determination. We wish to 
avoid unnecessary requests, that is, 
situations where the redetermined 
hospital-specific rate would be lower 
than the hospital's current rate. As a 
result, we propose to revise 
§ 412.32d(i)(l)(iii) so that a hospital 
requesting a redetermination must 
submit, along with the cost report for the 
period it is requesting as its new base 
year, an estimate indicating that its new 
hospital-specific rate would be higher 
than its current rate. In our view, the 
hospital is an active participant in the 
redetermination process and thus should 
not initiate a request unless it has a 
reasonable expectation of a positive 
outcome. However, since at the time a 
redetermination is requested the 
hospital's current old capital costs have 
not been audited and the Medicare 


statistical data is subject to change, we 
also propose to amend S 412.328(0(3) to 
provide that if the intermediary 
determines after audit that the new 
hospital-specific rate is lower, the 
hospital would be allowed to withdraw 
its request within 60 days of the 
intermediary's notificatton to the 
hospital of the redetermined rate. This 
change would protect a hospital that 
acted responsibly in requesting a 
redetermina tion. 

G. Effect of Hospital Mergers, 
Consolidations or Dissolution on the 
Hospital-Specific Rate (§ 412,331) 

In the preamble to the August Sa 1991 
final rule, we discussed the appropriate 
method to determine capital prospective 
payments when multiple hospitals 
merge or consolidate during the 
transition period (56 FR 43405). 
However, the guidelines set forth in that 
discussion were not incorporated into 
the regulations. Also, we did not 
address situations where a hospital 
would separate into two or more 
hospitals after the base period. 

Situations involving these types of 
changes in hospital structure are 
increasingly being brought to our 
attention, and we believe that the 
policies should be incorporated in the 
regulations. Therefore, we propose to 
add S 412.331 to incorporate the 
guidelines provided in the preamble to 
the final rule of August 30,1991 for 
mergers and to establish rules for 
dealing with situations where a hospital 
separates into two or more hospitals. 

In addition to incorporating the 
guidelines contained in the August 30, 
1991 final rule for consolidation and 
merger cases, we would clarify that the 
recalculation of the hospital-specific 
rate would be applicable only to those 
cases that meet the previously existing 
reasonable cost reimbursement rules 
regarding the criteria for recognizing a 
merger or consolidation for Medicare 
program purposes under § 413.134(k). In 
cases in which the merger or 
consolidation rules are not met, the 
transaction involved would simply be 
treated as a normal asset acquisition for 
Medicare program purposes. As a result, 
in situations in which a hospital 
acquires the assets of another hospital 
after December 31,1990. those asset 
costs would be treated under the rules 
for determining old capital and new 
capital costs at $ 412.302. Thus, if the 
transaction occurs after December 31. 
1990, the acquired assets and their 
related capital costs would be 
considered new capital unless the 
conditions for recognizing obligated 
capital assets as old capital under 
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S 412.302(c) were met or the provisions 
for merger and consolidation under our 
proposed { 412.331 were applicable. 

As discussed in the preamble to the 
August 30,1991 final rule (56 FR 43405), 
we would provide that if hospitals 
merge or consolidate into one hospital 
after the base year but during the 
transition period, the hospitals' latest 12- 
month or longer cost reporting periods 
ending on or before December 31,1990 
would be combined to determine a 
discharge-weighted average hospital- 
specific rate. In addition, we would 
provide that if, after the base year, a 
multi-campus hospital splits into two or 
more separate hospitals that are subject 
to the capital prospective payment 
system, the intermediary would 
determine if the base year capital- 
related costs and other statistical data 
for each of the resulting hospitals can be 
reconstructed from the original 
hospital's Hnancial and other records. If 
that data can be determined, the 
hospital-specific rate for each of the 
resulting hospitals would be recomputed 
for the original base year under the 
current rules. If reconstruction of the 
necessary data is not feasible, each 
hospital's hospital-speciHc rate would 
be recalculated by establishing the 
respective hospital's base year as its 
first 12-month or longer cost reporting 
period (or combination of cost reporting 
periods covering at least 12 months) 
subsequent to the dissolution. 

In determining each hospital's old 
capital costs, the amount that would be 
recognized as old capital would be 
limited to the capital-related costs 
attributable to assets that were in 
patient care use as of December 31, 

1990, and the hospitals would be subject 
to all other transition period rules. The 
interim payments for such hospitals 
would be determined by the 
intermediary on the basis of the best 
data available prior to receipt of the 
new base period cost reports. The final 
hospital-specific rates would be applied 
retroactively to the later of the hospitals' 
first cost reporting period under the 
capital prospective payment system or 
the effective date of the dissolution in 
accordance with § 412.336(c)(2). 

H. Extraordinary Circumstances 
Exceptions Payments (§ 412.346(e)) 

Section 412.348(e) provides that a 
hospital may request an additional 
payment if the hospital incurs an 
unanticipated capital expenditure in 
excess of $5 million (net of insurance 
proceeds) due to extraordinary 
circumstances beyond the hospital's 
control. Extraordinary circumstances 
include, but are not limited to. a flood, 
fire, or earthquake. A hospital must 


apply to the HCFA Regional Office 
within 180 days of the extraordinary 
circumstance causing the unexpected 
expenditures in order to qualify for 
exceptions payments. We propose to 
amend the requirement in § 412.348(e)(2) 
to acknowledge the possibility that 
eligible events could occur prior to. or 
early in, the hospital's first cost 
reporting period under the capital 
prospective payment system. Consistent 
with our proposal to extend the deadline 
for obligated capital notifications 
discussed above, we propose to change 
the deadline for extraordinary 
circumstances applications to the later 
of October 1.1992 or within 180 days of 
the occurrence of the extraordinary 
circumstances. 

/. Special Payment Protections 
1. Hospitals with High Medicare Usage 

In response to the February 28,1991 
proposed rule concerning the capital 
prospective payment system, we 
received comments urging special 
payment protection for hospitals with a 
high Medicare utilization. We responded 
in the August 30.1991 final rule (56 FR 
43410) that we recognize that hospitals 
with a high Medicare utilization rate are 
potentially more at risk financially than 
hospitals with low Medicare utilization 
under the capital prospective payment 
system, since Medicare is their 
predominant revenue source. At the 
same time, however, we observed that 
under the previous capital payment 
methodology, these hospitals had less 
incentive than other hospitals to make 
efficient capital decisions because a 
higher proportion of their costs were 
paid by Medicare based on reasonable 
costs. As a result, we indicated that we 
would analyze why these hospitals tend 
to have higher capital costs and 
examine whether special treatment for 
high Medicare hospitals might be 
appropriate under the capital 
prospective payment system. 

In performing the analysis for this 
proposed rule, we defined high Medicare 
hospitals as those with a Medicare 
utilization (Medicare inpatient days 
divided by total inpatient days) of at 
least 65.0 percent in both FY 1988 and 
1989, as determined using Medicare cost 
report data. We examined only those 
hospitals that qualified in both years 
because Medicare utilization is 
somewhat volatile, and we wanted to 
ensure that our analysis concentrated on 
those hospitals that consistently have a 
high Medicare utilization. 

Although it is cleaHhat hospitals with 
high Medicare utilization are dependent 
on Medicare revenues, it is also 
important to know whether Medicare 


beneficiaries are dependent on these 
hospitals for access to care. To examine 
this question, we studied the market 
shares of high Medicare utilization 
hospitals compared to other hospitals. 
Market areas are defined as all of those 
ZIP codes which, when rank-ordered in 
numerical importance, contribute 75 
percent of a hospital's Medicare 
discharges. The market share of a 
hospital was then defined as the 
percentage of Medicare discharges in 
the hospital's market area that are 
treated by that hospital. We examined 
the hospital's market share for all 
Medicare discharges and for Medicare 
medical (nonsurgical) discharges. We 
examined the medical discharges 
separately to determine if certain groups 
of Medicare patients were more likely to 
use high Medicare hospitals. We used 
discharges from the FY 1988 MEDPAR 
data. 

We compared the market shares of 
those high Medicare utilization hospitals 
that were not already subject to special 
exceptions protection (through their 
status as sole community hospitals 
(SCHs) or urban hospitals with at least 
100 beds and a DSH patient percentage 
of at least 20.2 (high DSH) to those 
hospitals that did not have high 
Medicare utilization but were afforded 
the special exceptions protection. In this 
way, we could determine whether the 
high Medicare hospitals are more 
similar to the hospitals afforded special 
payment protection or to the hospitals in 
the general exceptions pool. The 
following table summarizes our market 
share data (urban or rural location was 
determined without regard to 
reclassification by the Medicare 
Geographic Classification Review 
Boai^): 


Hospital Medicare Market Shares (as 
A Percent of Market Area Medi¬ 
care Discharges) 


Hospital type 

Total 

dis¬ 

charges 

Medical 

dis¬ 

charges 

SCH or high utilization OSH. 
nonhigh Medicare utilize- 
tion: 

All... 

.3325 

.4108 

Urt>an..... 

.2074 

.2228 

Rgial. . 

.4389 

.6603 

High Medicare utilizatioa 
rK>n'SCH. and low utiltza- 
lionOSH: 

AU . . 

.3611 

.4863 

Urban. 

.2859 

.3573 

Rural 

.3965 

.5470 

Non<high utilization Medi¬ 
care. rK>n-SCH. and low 
utilization DSH: 

AI1...„___ 

.3308 

.4074 

Urban___ 

.2649 

3002 
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HosprrAL Medicare Market Shares (as 
A Percent of Market Area Medi¬ 
care Discharges)—C ontinued 



Total 

Medical 

Hospital type 

dis¬ 

dis¬ 


charges 

charges 

Rural_ 

.4091 

.5346 


The analysis indicates that, while the 
high Medicare hospitals are dependent 
on Medicare patients. Medicare patients 
are not dependent on these hospitals 
since only 36 percent of Medicare 
patients residing in their service areas 
use these hospitals. 

The only group of high Medicare 
utilization, non-SCH, and low utilization 
DSH hospitals whose market share is 
significantly higher (in a statistical 
sense) than the nonhigh Medicare 
utilization group is urban hospitals with 
regard only to medical discharges. In 
addition, the high Medicare utilization, 
urban hospitals are the only ones that 
have higher market shares (both total 
discharges and medical discharges) than 
SCH and high DSH hospitals. (High 
Medicare utilization, rural hospitals do 
have a slightly higher market share for 
medical discharges.) However, we 
determined that the high Medicare 
utilization, urban hospitals treat, on 
average, 36 percent of the medical 
discharges and 29 percent of all 
discharges in their service area. Thus, it 
appears that there are alternative 
sources of care available to Medicare 
beneficiaries that are admitted to high 
Medicare utilization, urban hospitals. 

To determine the effect of high 
Medicare utilization on capital cost per 
case, we used the data based on cost 
reporting periods beginning in FY1988 . 
and 1989 to run regressions similar to 
those used in developing the final rule to 
implement the capital prospective 
payment system. That is, we used as 
dependent variables the natural log of 
Medicare inpatient costs per case, 
standardized to remove the effects of 
case-mix index differences. We ran 
regressions using both total cost per 
case and capital cost per case. In 
addition, in the capital regressions, we 
included age and financing variables in 
order to eliminate the effects of different 
age and financing levels on the estimate 
of the impact of high Medicare 
utilization on Medicare capital cost per 
case. The independent variables were: 

• The natural log of the hospital wage 
index based on 1988 wage data. 


• The disproportionate share patient 
percentage for urban hospitals with at 
least 100 beds. 

• Dummy variables for large urban 
(urban areas with more than 1,000,000 
population) and other urban location. 

• The ratio of interns and residents to 
average daily census for teaching 
hospitals. 

• A dummy variable for data used 
from data from cost reporting periods 
beginning in FY 1989. 

• The natural log of the hospital's 
occupancy rate. 

• Various dummy variables relating 
to high Medicare utilization status, and 
large urban, other urban, and rural 
location of those high Medicare 
hospitals. These variables do not show 
the effects of location independent of 
Medicare utilization, since location is 
controlled for elsewhere in the 
equations. 

• The capital age and financing 
variables. These variables include: 

—^The natural log of the average age of 
total assets * 

—^The natural log of the average 
remaining usable life of total assets * 
—The natural log of the ratio of total 
liabilities to total assets, and 
—The natural log of the ratio of total 
fixed assets to total assets. 

First, we ran a regression using capital 
cost per case, but without the age and 
financing variables. In this regression, 
high Medicare utilization, large urban 
hospitals have higher capital costs per 
case, everything else being equal, but 
the coefficient is not statistically 
significant. 

High Medicare utilization hospitals 
located both in other urban and rural 
areas have lower capital costs per case, 
everything else being equal, but only the 
rural coefHcient is statistically 
significant The results are summarized 
below: 


Capital Cost Per Case Regression 
Without Capital Age and Financial 
Variables 


Type of high Medicare 
hospital 

Coeffi- 

cient 

t-Staf»stk:s 

Large urban.... 

.069 

1.605 

Other urban... 

- 062 

-1.10 

Rural... 

-.090 

-3.83 


* (defined as the ratio of accumulated 
depreciation to current depreciation) 

* (defined as iKe ratio of remaining depreciation 
to current depreciation) 


Including the age and Hnancing 
variables in the capital cost regression 
results in different coefficients and t- 
statistics, but again, none is statistically 
significant: 


Capital Cost Per Case Regression 
Including Capital Age and Financing 
Variables 


Type of high MeOkrare 
ho^al 

Coettv 

Dent 

t'Siatstic 

Large urbar)._ 

.0379 

605 

Other urban_____ 

-.0419 

-.771 

Rural.. ... . 

0351 

1665 


We have found that there is no 
evidence, once we control for pa>mienl 
adjustments, occupancy, and the capital 
age and financing variables, that high 
Medicare utilization hospitals have 
higher capital costs per case then 
hospitals with average or low Medicare 
utilization. 

Since the payment adjustments for the 
prospective payment system for capital- 
related costs are based on the total cost 
regressions, we also examined the 
effects on total cost per case (adjusted 
for case-mix index) of high Medicare 
utilization. Again, we controlled for the 
payment adjustments and for 
occupancy, to ensure that the only 
effects that we found in the utilization 
variables were those of high Medicare 
utilization. In the equation of total cost 
per case, the regression coefficients 
were as follows: 


Total Cost Per Case Regression 


Type ol high Medicare 
hospital 

Coetf»- 

Dem 

t'StatisfiC 

Large urban.^... 

0294 

1 445 

Other urban.... 

-.0214 

- 658 

Rural___ 

0170 

1632 


Again, none of the coefficients is 
statistically significant. 

The capital cost per case regression 
results are consistent with the 
preliminary data on actual payments 
under the capital prospective payment 
system. The most recent provider- 
specific file contains capital data for 
44.1 percent of prospective payment 
hospitals, and 43.3 percent of high 
Medicare hospitals. The payment 
methodologies of those hospitals for 
which we have data are as follows: 
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Payment Methodology by Hospital Type 


Type of hospital 

Number 

hosps 

Filly i 
prospec- 
iNe 

Hold 

harmless 

100% 

Federal 

rate 

AM ........ . . ..... 

2477 

69.5% 

17.2% 

13.3% 

. ___ . . _ _ — - - - - -- 1 

197 1 

7a7 

15.7 

4.6 

Vktoan . r , . .. 

41 

46.8 

31.7 

19.5 


1S6 

64.0 

11.S 

4.5 

.,1 .•■■■ 111 ■. iifl. iini-rr.irTt-T.i . .-... t-Tt-t-— -. 

Others .................... it 1. .. , - i i i i n m 1..11 ■ ■mr.... -■ - ■. .t-i -1..... ..II , 

2280 

686 

17.4 

13.6 

llrty^n ,, , .... ........... r-.. 

1109 

59.9 

21.6 

18.6 

RUfiM 1 1- , 1 ii-r.T . 1 r- . , 1... -111 -1. 1 - ...r.—-1- 

971 

606 

11.7 

7.7 







High Medicare atiiizatioTL nibun 
hospitals are more likely to receive hold 
harness payments than nonhigh 
Medicare utilization* urban hospitals, 
but the group of high Medicare 
utilization, rural hospitals have 
essentially the same proportion of hold 
harmless hospitals as other rural 
hospitals. These data confirm that the 
group of high Medicare utilization 
hospitals is not homogeneous, and that 
the rural hospitals in particular are quite 
similar to other rural hospitals. We will 
continue to monitor die payment status 
of high Medicare utilization hospitals as 
we receive updated data from the fiscal 
intermediaries. 

Finally, we examined the effect on 
resource use of having an older 
Medicare patient population than other 


hospitals. Data provided by the 
Association of High Medicare Hospitals 
indicate that high Medicare utilization 
hospitals have a higher proportion of 
older Medicare patients than do odier 
hospitals. Although older patients tend 
to havelonger lengths of stay, analysis 
performed at HCFA's request by 3M/ 
Health Information Systems indicates 
that, on average, older patients require 
relatively fewer resources than other 
patients assigned to the same DRG. 

Since this firing Indicates the DRG 
relative weight tends to overcomperwate 
hospitals that have a higher proportion 
of older Medicare patients, it does not 
support a payment adjustment for high 
Medicare utilization l^pitals. 

The DRG relative weights are based 
on the average charge for cases assigned 


to the DRG that have been standardized 
for the hospital wage index and for the 
payment adjustments for indirect 
teaching and serving a disproportionate 
share of low income patients. In its 
analysis. 3M/Health Information 
Systems determined for each DRG the 
average standardized charge by age 
group and computed the ratio of the age 
group average standardized charge to 
the average standardized charge for the 
The ratios were separately 
determined for all patients, and for 
patients who were discharged alive or 
who died in the hospital. A discharge- 
wei^ted average ratio for each age 
group across all DRGs was then 
detennined. The results were as follows: 


Ratio of Average Standardized Charges m Age Group to Average Standardized Charge in Category 


Age group 

Peroerrt of 
Medicare 
petteres 

At) 

do- 

charges 

Live 

dis¬ 

charges 

Deaths 

. ...-....... . ^ 

9.7 

1,12357 

1.12751 

191438 

.............. . . 

e<w74 . -__.. ... 

410 

0:96710 

096377 

1.11434 

T^jgjf . -- -- . - . - - ,i, n - - .- — 

34.7 

0.99134 

096914 

0.96374 


14.6 

0.97461 

0.98358 

0.81954 


100.0 

1.000 

1000 

1.000 







Based on our analyses, we do not find 
any reason to propose a payment 
adjustment or any special exceptions 
provisions for high Medicare utilization 
hospitals at this tkne. Their Medicare 
market shares are not appreciably 
different from those of nonhigh 
Medicare utilization hospitals. Their 
capital costs per case, and their total 
costs per case, are not higher than other 
hospitals, once the payment 
adjustments, occupancy and, for capital 
costs, the age and financing variables 
are control^ for. Finally, there is no 
evidence that the older patients that 
high utilization Medicare hospitals treat 
require more intensive resource use ftat 
would warrant a payment adjustment. 
We will, however, continue to monitor 
the characteristics of high Medicare 
hospitals, particularly once the data on 


diefr capital payment status Is 
completely available. 

Z Financially Distressed Hospitals That 
Serve Low Income Patients 

Since the publication of the August 30. 
1991 final rule, several organizations 
representing financially distressed 
hospitals that serve a large volume of 
low-inoome patients have expressed 
concern that their payments under the 
capital prospective payment system may 
be insuffident for the hospitals to obtain 
the necessary financing to undertake 
needed capital projects in the future. 

The organizations note that these 
hospitals do not have internal reserves 
that can be used to finance their capital 
projects and rely heavily on the 


Medicare and Medicaid programs for 
their revenues. If the fimding froralhese 
sources is not adequate to cover the 
financing costs, the hospitals will not be 
able to complete the renovation and 
construction projects that are needed to 
preserve access to care for low-income 
populations. They recommend several 
changes in the capital prospective 
payment system policies to address the 
needs of those hospitals whose projects 
do not qualify imder the obligated 
capital rules. These include: extending 
the deadline for putting obligated capital 
in use in order to be recognized as old 
cap!tab pa 3 ring 85 percent of obligated 
capital costs for 10 years from the date 
the asset is put in use instead of ending 
the hold-harmless payments at the end 
of the transition; raising the minimum 
payment floor for hospitals with a high 
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percentage of low income patients from 
the 80 percent floor under the current 
rule to 90 percent and making it and the 
extraordinary circumstances exception, 
permanent; and revising the 
extraordinary circumstances exception 
to include major capital projects 
undertaken by financially distressed 
hospitals that are needed to preserve 
access to care by low income 
populations. 

The changes recommended by the 
organizations representing financially 
distressed hospitals are similar to 
suggestions made in the public 
comments that we considered in 
developing the August 30,1991 final rule. 
We believe it would be premature to 
modify the policies in that rule until we 
have had an opportunity to assess their 
impact. We are sensitive to the needs of 
these hospitals, and we intend to 
monitor closely their situation as well as 
that of other hospitals under the 
prospective payment system. As we gain 
additional experience under the capital 
prospective payment system for capital- 
related costs, we will be in a better 
position to evaluate what changes, if 
any, would be appropriate in our special 
protection payment policies. 

/. Minor Technical Corrections 

We propose making the following 
technical changes to the regulations: 

• Section 412.113(a)(2)(E) would be 
corrected to note that sole community 
hospitals, as defined in S 412.92, are 
excluded from the capital payment 
reduction for periods prior to a 
hospital's cost reporting period 
beginning on or after October 1,1991. 

• Section 413.134(f)(2)(iii)(D) would be 
corrected to change the last reference 
for capital prospective payment system 
purposes to 9 412.344(a)(2). 

• Section 412.302(c)(l)(ii) would be 
revised to clarify that the qualifying 
criterion for obligation of moveable 
equipment is that it was executed on or 
before December 31,1990 and obligates 
the hospital on or before December 31, 
1990. 

In addition, we are making a series of 
minor conforming changes throughout 42 
CFR parts 412 and 413. These 
conforming changes are needed to 
ensure that our regulations specify 
which provisions apply to the 
prospective payment system for 
operating costs, which provisions apply 
to the prospective payment system for 
capital-related costs, and which 
provisions apply to both systems. 


VIL Proposed Changes for Hospitals 
Excluded From the Prospective Payment 
System 

A, Provisionally Excluded Hospitals 
and Units (§§412.22, 412.23, 412.25, 
412.30, and 412.32) 

1. Changes in the Status of Excluded 
Hospitals and Psychiatric and 
Rehabilitation Distinct-Part Hospital 
Units (9 9 5412.22 and 412.25) 

Since the inception of the prospective 
payment system for operating costs of 
hospital inpatient services on October 1, 
1983, certain types of specialty-care 
hospitals and hospital units have been 
excluded from that system under section 
1886(d)(1)(B) of the Act. These currently 
include psy^iatric and rehabilitation 
hospitals and distinct part units, 
children's hospitals, and long-term care 
hospitals. Section 6004(a)(1) of Public 
Law 101-239 amended section 
1886(d)(1)(B) of the Act to provide that 
certain cancer hospitals are also 
excluded. The preamble to the January 
3.1984 final rule implementing the 
prospective payment system for 
operating costs (49 FR 235) stated that a 
hospital's or unit's status (that is, 
whether it is subject to. or excluded 
from, the prospective payment system) 
would be determined at the beginning of 
each cost reporting period. It also 
provided that changes in a hospital's or 
unit's status that result from meeting or 
failing to meet the criteria for exclusion 
would be implemented prospectively 
only at the start of a cost reporting 
period, that is. starting with the 
be^nning date of the next cost reporting 
period (49 FR 243). However, this policy 
is not set forth in the regulations. 

Current regulations at 9 412.25(b) 
specify that changes in the bed size or 
square footage of an excluded unit may 
be made only at the start of the cost 
reporting period. However, that 
regulation does not deal specifically 
with the case in which an existing 
hospital changes the function of the unit, 
adds an entire new unit, or converts an 
existing excluded unit to an acute care 
unit paid under the prospective payment 
system. As a result, questions have 
arisen as to whether such changes could 
be allowed at times other than the start 
of a cost reporting period. 

We believe that such changes should 
not be allowed. Serious cost reporting 
problems could arise if hospitals were 
allowed to add new excluded units or to 
vary the size of existing units, after the 
start of a cost reporting period. Under 
Medicare cost-finding principles, certain 
types of indirect costs of patient care 
such as capital costs, maintenance of 
the hospital's physical plant, and 


housekeeping expenses, are allocated to 
a unit solely on the basis of the square 
footage that unit occupies at the end of 
the cost reporting period. If, during a 
cost reporting period, an excluded unit 
acquires more square footage or a new 
unit opens, a full year's worth of the 
indirect costs identified above will be 
allocated to the unit, even though the 
unit (or the added space) may have 
functioned for only a part of the year. If 
the square footage of a unit decreases 
during a cost reporting period, some 
indirect costs associated with the space 
lost from the unit will not be allocated to 
the unit, causing unit costs to be 
understated. In either case, a change 
during the cost period will cause a 
misallocation of cost and lead to either 
excessive or inadequate payments. 

To avoid this result, and to clarify our 
policy in this area, we propose to revise 
99 412.22 and 412.25 to specify that 
changes in the status of each hospital or 
hospital unit would be recognized only 
at the start of a cost reporting period. 
Except in the case of retroactive 
payment adjustments for excluded 
rehabilitation units described in 
9 412.30(c), any change in a hospital's or 
unit's compliance with the exclusion 
criteria that occurs after the start of a 
cost reporting period would not be taken 
into account until the start of the 
following period. This policy would also 
apply to any unit which is added to a 
hospital during the hospital's cost 
reporting period. 

For example, if, at some point in a 
cost reporting period, a currently 
participating hospital stopped admitting 
adult patients and began admitting only 
patients under the age of la it could not 
be excluded from the prospective 
payment system as a children's hospital 
before the start of the next cost 
reporting period. If a currently 
participating hospital opened a 
psychiatric unit after a cost reporting 
period has begim and the unit met the 
applicable exclusion criteria, services 
furnished in that unit would be paid for 
under the prospective payment system 
for the rest of that period, and the unit 
would not be excluded from the 
prospective payment system until the 
start of the next cost reporting period. If 
a currently participating hospital had an 
existing excluded unit and wished to 
convert the space to acute care use, the 
change would be recognized only at the 
start of the next cost reporting period. 

In applying this principle to a newly 
opened unit that is seeking to be 
excluded from the prospective payment 
system, we encountered diBiculties 
because existing regulations do not 
specify when a new unit is considered to 
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be opened. Questions have arisen as to 
whether a unit that has no patients at 
the start of a cost reporting period could 
be said to open at that time. In order to 
remove any confusion as to when we 
consider a unit open, we propose to 
revise S 412.2S(a] to specify that as a 
requirement for exclusion, a hospital 
unit must be fully equipped and staffed, 
and be capable of providing inpatient 
psychiatric or rehabilitation care, as of 
the first day of the first cost reporting 
period for which all other exclusion 
requirements are met. A unit that meets 
this requirement would be considered 
open regardless of whether there are 
any inpatients in the unit. 

2. Exclusion of New Rehabilitation 
Hospitals and Distinct-Part 
Rehabilitation Units With Initial Cost 
Reporting Periods of Less Than 12 
Months fS§ 412.23 and 412.30) 

Under S 412.23(b)(8), a new 
rehabilitation hospital may be 
provisionally excluded fnun the 
prospective payment system for ks first 
full 12-month cost reporting period of 
Medicare participation based on a 
written certification that the patients it 
intends to serve meet the criteria for ' 
patients needing rehabilitation services 
set forth in 412.23(b)(2}. The regulations, 
however, do not c^dj^s the case of a 
new hospital that begins operatii\g at a 
time other than at the start of its regular 
12-month cost reporting period. 

Similarly, our regulations at S 412.30 do 
not specify how a new rehabilitation 
unit ^at is a distinct part of a new 
hospital is to be treated when the 
hospital begins operations at a time 
other than at the start of its regular cost 
reporting period. New hospitals often 
begin operating at times other than the 
start of dieir regular cost reporting 
periods because of construction delays 
or other difficulties in starting a new 
facility. The cost reporting instructions 
in section 2414.1 of the Medicare 
Provider Reimbursement Manual allow 
a new hospital to aelect an initial cost 
period of not less than 1 month and not 
more than 13 months to cover die period 
between die actual startup date and the 
beginning of the hospital's preferred 12- 
month cost reporting cycle. 

To avoid requiring a new 
rehabilitation hospital to operate under 
the prospective payment system from 
the date it opens until the beginning of 
its first full 12-month cost reporting 
period, we propose to revise 
§ 412.23(bK8) to permit provisional 
exclusion of the hospital for both the 
initial period it may elect under section 
2414.1 of the Provider Reimbursement 
Manual and for the next full 12-month 


period. The provisionai exclusion would 
be effective for no more than two 
consecutive cost reporting periods with 
a combined total provisional exclusion 
period not to exceed 25 months. 

Under the proposed policy, a separate 
retroactive adjustment would be made 
for each coat reportii^g period during 
which the hospital is provisionally 
excluded from the prospective payment 
system but does not meet the condition 
that at least 75 percent of the hospitafs 
patients require Intensive rehabilitative 
services (known as the 75-pcrcent rule) 
set fordi in ( 412.23(b)(2). During the 
second cost reporting period of 
provisional exclusion, the hospital's 
compliance with the 75-percent rule 
would be assessed, and the status of the 
hospital for its third cost reporting 
period would depend on whether the 
hospital met the 7S-percent requirement 
for its second cost reporting period. 

We propose lo revise i 412.30(a) In 
order to provide similar treatment for 
rehabilitation units in hospitals that are 
newly participating in the Medicare 
program. Under the proposed revision, 
when a hospital begins participating in 
the Medicare program and concurrently 
opens a rehabilitation unit that meets 
the applicable exclusion criteria, the 
unit would be provisionally excluded 
from the prospective payment system 
from the first day of the hospital's 
participation through the end of the 
second cost reporting period. Again, we 
would specify that the combined total 
I^ovisional exclusion period not exceed 
25 months. We also propose to revise 
the regulations to make it clear that a 
hospital that has undergone a change of 
ownership or leasing as defined in 
§ 489.18 would be treated as a newly 
participating hospital for purposes of 
qualifying for the prospective payment 
system exclusion, even though the 
hospital itself is not newly participating 
because it has previously participated 
under the oW ownership. 

3. Removal of Provisions for Excluded 
Alcohol/Dnig Hospitals and Units 
(§S 412.23 and 412.32) 

Existing regulations at ${ 412.2^c) 
and 412.32 apply to die exclusion of 
alcolu^/drag hospitals and units. 
However, as reflected in $ 412.32, the 
exclusion for alcohol/drug hospitals and 
units ended with cost reporting periods 
beginning on or after October 1.1987. 
Because this exclusion is no longer in 
effect, we arc proposing to delete 
§§ 412.23JC) and 412.32. 


R Definition of Discharge for Purposes 
of Allying the Rate-of-increase Limit 
Applicable to Excluded Hospitals and 
Hospital Distinct Part Units (§ 413.40(c)) 

We are proposing to revise the 
regulations to include a definition of 
"discharge" for purposes of applying the 
rate-of-increase limit applicable to 
hospitals and hospital distinct part tmits 
excluded from the prospective payment 
system. Section 412.4(a) defines a 
discharge for purposes of the 
prospective payment system as any of 
the following occurrences: the piatient ts 
formally released from the hospital the 
patient dies in the hospital or the 
patient is transferred to a hospital or 
unit that is excluded from the 
prospective payment system. There is no 
definition of discharge specific to the 
rate-of-increase provision in § 413.40. 
However, our pdicy has been that the 
definition of § 412.4(a] should be 
followed in applying the rate-of-increase 
limit. 

We are proposing to change that 
poDcy to conform to current practice. 
There are situations in which a 
Medicare beneficiary has exhausted 
Medicare benefits during his or her stay 
and the actual dischaige of the patient 
does not occur tmtil a subsequent cost 
reporting period. Hospitals excluded 
from the prospective payment system 
bill Medicare on an interim basis until 
the time benefits are exhausted. As a 
result, the payments and costs of the 
services are reflected in one cost 
reporting period but. using the discharge 
definition in f 412.4(a), the discharge 
would not be counted imtil the 
subsequent cost reporting period. In 
many Ases, since the final discharge 
bill does not include services covei^ by 
the Medicare program beyond those 
already paid on an interim basis, 
hospitals do not submit a final bill to 
Medicare upon the patient's release 
from the hospital 

To account forbenefits-exhausted 
cases in excluded hospitals and units, 
the Provider Statistical and 
Reimbursement System (PS&R), which is 
designed to capture all statistical and 
payment data through the claims 
processing system, has an interface 
program ti^at counts a discharge when 
an interim bill is submitted for a 
beneficiary that has exhausted 
Medicare benefits, instead of counting a 
discharge on a xio-payment bill that is 
submitted at discharge. This helps lo 
ensure consistency in the collection of 
discharge data because hospitals 
always bill when a patient has 
exhausted Medicare benefits, but may 
or may not bill when there are no 
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Medicare covered services in the fuial 
dischai^e bill In most cases, the PS&R 
data are used as cost report settlement 
statistics, with the result that a 
discharge is counted for purposes of the 
rate-oMnerease limit when an interim 
bill is submitted showing benefits are 
exhausted. This practice provides for 
agreement between the cost reporting 
period in which costs are incuired and 
the application of the rate-of-increase 
limit Because the practice of counting a 
discharge when benefits are exhausted 
results in a more appropriate discharge 
count for purposes of the rate-of- 
increase limit we are proposing to 
conform our policy to the current 
practice. We would revise S 413.40(c}(2] 
to indicate that a discharge would be 
deHned as set forth in { 412.4(a). except 
when the beneficiary exhausts Medicare 
inpatient hospital b^efits (including the 
election to use lifetime reserve days) 
during the inpatient stay. In that case, 
the patient would be considered 
discharged on the date that Medicare 
benefits are exhausted. 

C New Hospital Exemption Applicable 
to Excluded Hospitals (§ 413M (b), (e), 
and If)) 

Excluded hospitals and units receive 
payment for the inpatient hospital 
services they furnish on the basis of 
reasonable cost subject to rate-of- 
increase limits. Under the rate-of- 
increase limits, an annual target amount 
(stated as the inpatient operating cost 
per discharge) is set for each hospital 
based on the hospitars own cost 
experience in its base year. This target 
amount updated for inflation, is applied 
as a ceiling on the allowable costs per 
discharge for the hospital's next cost 
reporting period. 

Under S 413.40 (e) and (f). a new 
hospital may be exempted from the rate- 
of-increase limit on its inpatient 
operating costs if the hospital files a 
request with its fiscal intermediary 
within 180 days of receiving the notice 
of program reimbursement for the 
hospital's second cost reporting period. 
(This would be the first cost refKuiing 
period for which a hospital is subject to 
the rate-of-increase limit on its inpatient 
operating costs.) As specified under 
§ 413.40(f)(l)(i), a new hospital is a 
provider of hospital inpatient services 
that has operated as the typie of hospital 
for which HCFA granted it approval to 
participate in the Medicare program, 
under present or previous ownership, or 
both, for less than three full years. The 
new hospital exemption expires at the 
end of the first cost reporting period 
beginning at least two years after the 
date the hospital admits its first patient 
The last cost reporting period for which 


the exemption is in effect is the base 
period for determining the target amount 
applicable to subsequent cost reporting 
periods. 

We are proposing to make three 
changes to the provisions of 
§ 413.40(f)(lKi) concerning new hospital 
exemptions from the rate-of-increase 
limit The first proposed change would 
make the new hospital exemption 
automatic rather than at the hospital's 
discretion. The underlying premise of 
the rate-of-increase limit is that a 
hospital's costs are comparable between 
the base year and the cost reporting 
periods subject to the limit, llie reason 
for allowing an exemption to the rate-of- 
increase limit during the early years of a 
hospital's operations is to recognize that 
certain cost distortions may be present 
when a hospital is beginning its 
o];>eration8. Typically, the first year of a 
hospital's operation is not 
representative of its future operations* 
for two reasons. First, the patient load 
tends to be lower than the load the 
hospital maintains once it is fully 
established. Second, the hospital may 
not immediately offer its full range of 
services. Since the first year of 
operation is commonly atypical, we do 
not believe it would be appropriate to 
base the target amount on the hospital's 
inpatient operating costs per discharge 
for its first year of operation. 

Under current regulations, which 
allow a hospital the option of whether or 
not to request a new hospital exemption, 
we in effect allow the hospital to select 
either its first or third cost reporting 
period as the base year for its rate-of- 
increase limit. Since the hospital does 
not have to file the request for a new 
hospital exemption until well into its 
third cost reporting period, the hospital 
can easily determine which base year 
would afford it the greater financial 
advantage. Thus, by having the choice 
of requesting or foregoing an exemption, 
a new hospital could obtain a 
competitive advantage over other 
hospitals simply because it is a new 
hospital. 

To remedy this situation, we propose 
to revise S 413.40(f)(l](i) to apply the 
exemption automatic^ly to all new 
hospitals rather than making the 
exemption contingent on a request from 
the hospital. 

Under current policy, a hospital may 
be in operation for 3 or more years 
before It is subject to the rate-of- 
increase limit. (Cost reporting periods of 
less than 12 months, which may occur 
when the hospital begins operation or 
there is a change of ownership, extend 
the exemption period beyond 3 years.) 
We believe that a hospital's second year 


of operation should be sufficiently 
representative to be used to establish 
the target amount Therefore, we 
propose to reduce the new provider 
exemption to 2 years. A new hospital 
would be exempt from the rate-of- 
increase limit through its cost reporting 
period ending at least 2 years after the 
hospital accepts its first patient The 
base period would be the first 12-month 
cost reporting period that begins at least 
1 year after the hospital accepts its first 
patient. 

Our third proposed change in the new 
hospital exemption concerns the issue of 
whether a participating facility that 
reorganizes and/or changes the basis of 
its participation in the Medicare 
program is a new hospital, even though 
it continues to provide the same services 
as it did before the reorganization. For 
example, we are aware of cases in 
which an acute care hospital had a 
distinct-part unit (for example, a 
rehabilitation unit) that eventuaUy split 
off from the main hospital and became a 
separate hospital. Under our current 
regulations, the rehabilitation hospital 
would meet the criteria for a new 
hospital and, thus, could qualify for a 
new hospital exemption. 

Another example involved a 
rehabilitation hospital that added an 
acute care distinct-part unit Eventually, 
the acute-care portion of the facility 
expanded to a point where the facility 
sought to participate in the Medicare 
program as an acute-care hospital with 
a distinct-part rehabilitation unit Again, 
under the current regulations, the 
distinct-part unit would quaUfy for an 
exemption because the hospital 
technically meets the criteria for a new 
hospital. 

in both examples, the former distinct- 
part units qualified for a new hospital 
exemption because they were in 
existence for less than 3 years as the 
type of hospital for which they were 
approved to participate in the Medicare 
program. However, in a broader sense, 
these hospitals were not new. As 
hospitals, they still served the same 
maricets and employed the same staffs 
as when they operated as distinct-part 
units. The hospitals in these ex€miple8 
did not have to experience many of the 
difficulties (such as penetrating new 
markets or hiring personnel) that are 
characteristic of a hospital that is 
beginning its initial operations. Thus, for 
purposes of establishing rate-of-increase 
limits on these hospitals' costs, there 
were no significant cost distortions 
associated %vith being a new hospital. 
Rather, any cost distortions that would 
affect the comparability of cost 
reporting perk^s stemmed from a 
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change in the organization of the 
facility's operation rather than in the 
type of services it provided to patients 
in the excluded portion of the facility. 
Therefore, to preclude hospitals from 
qualifying for a new hospital exemption 
based solely on such operational 
reorganizations, we are proposing to 
revise S 413.40(f) to specify that a 
hospital will qualify as a new hospital 
only if it has not previously provided the 
type of hospital inpatient services for 
which HCFA granted it approval to 
participate in the Medicare program. 

However, we also recognize that it 
would not be appropriate to subject 
these types of hospitals or distinct-part 
units to the ceiling that applied before 
the hospital's reorganization. Therefore, 
when the operational structure of 
hospital or distinct unit changes (that is. 
a freestanding rehabilitation hospital 
becomes a distinct part unit or vice 
versa), we are proposing to revise 
§ 413.40(b)(1) to clarify that the base 
period would be the first full 12-month 
cost reporting period effective with the 
revised Medicare certification. 

We note that the proposed change 
would mean that the new hospital 
exemption would not apply to hospitals 
that change the basis of their 
certification but do not experience a 
significant change in organizational 
structure or in the type of services 
provided. An example might be a 
hospital that commenced operations as 
an acute care hospital subject to the 
prospective payment system with the 
intention of qualifying as an excluded 
long-term care hospital only after its 
experience demonstrates that the 
hospital has an average length of stay 
greater than 25 days. Under current 
policy, the exemption as a new hospital 
would begin with the first date of the 
cost reporting period for which the 
hospital is certified as a long-term care 
hospital. Under the revised policy, the 
exemption would begin with the first 
day of the cost reporting period in which 
the hospital began to serve a patient 
population with an average length of 
stay greater than 25 days, whether or 
not the certification is elective for that 
period. Thus, if the hospital served the 
requisite population from the outset, the 
new hospital exemption would be 
efTective as of the date on which the 
hospital admitted its first patient. 

Similarly, a rehabilitation or 
psychiatric hospital with an average 
length of stay greater than 25 days may 
be certified as either a specialty hospital 
or a long-term care hospital. A hospital 
that changes its basis of certification 
while continuing to furnish the same 
type of specialty services would not 


qualify as a new hospital. For example, 
if a hospital furnishing rehabilitation 
services to patients with an average 
length of stay greater than 25 days 
changed its certification from a 
rehabilitation hospital to a long-term 
care hospital, the hospital would not 
qualify for a new hospital exemption 
and the original target amount would 
continue to apply. The proposed policy 
would be effective for Medicare 
certifications occurring on or after 
October 1,1992. 

D. Adjustments Under the Rate-of- 
increase Ceiling (§ 413.40(g)) 

Section 413.40(g)(3) provides that 
HCFA may make an adjustment to take 
into account factors that would result in 
a significant distortion in the operating 
costs of hospital inpatient services 
between its base year and the cost 
reporting period subject to the rate-of- 
increase ceiling. Section 413.40{g)(3)(u) 
was added in the August 30,1991 final 
rule to clarify those circumstances under 
which HCFA may adjust the amoiint of 
operating costs in establishing the 
ceiling without a formal request from a 
hospital (56 FR 43232). Although this 
clarification was not intended to limit 
HCFA's authority to adjust base year 
costs to only those factors specifically 
stated in 9 413.40(g)(3)(iii), we believe 
the current regulations could be 
interpreted to preclude HCFA from 
making adjustments except under the 
specified circumstances. However, there 
may be other cases in which the base 
period is not a representative base for 
adjusting future costs. This would 
include cases in which the hospital had 
extremely low Medicare utilization 
during the base period, or cases in 
which there was a significant change in 
Medicare coverage during the base year 
(for example, as a result of the Medicare 
Catastrophic Coverage Act of 1988). In 
such cases, the base periods would not 
be appropriate for establishing a target 
amount for limiting cost increases in 
future periods. Therefore, we are 
proposing to revise 9 413.40(g)(3)(iii) to 
specify the circumstances when HCFA 
may adjust the amount of operating 
costs. These circumstances would 
include, but would not be limited to, 
adjustments to take into account the 
factors set forth under 9 413.40{g)(3)(ii) 
(A), (B), (C), (E), and (F). 

Vm. ProPAC Recommendations 

We have reviewed the March 1,1992 
report submitted by ProPAC to Congress 
and have given its recommendations 
careful consideration in conjunction 
with the proposals set forth in this 
document. Recommendations 1, 2, and 
11 concerning the update factors for 


inpatient operating costs are discussed 
in Appendix D of this proposed rule. The 
remaining recommendations are 
discussed below. 

A Updating Capital Payment Rates 
(Recommendation 3) 

Recommendation: ProPAC 
recommends that a single update factor 
be developed for adjusting operating 
and capital prospective payment rates. 
The update framework should be 
consistent with that currently used by 
ProPAC to develop the prospective 
payment operating rate update 
recommendation and should be put into 
use for FY1994. 

Response: In the August 30,1991 final 
rule (56 FR 43414), we established the 
capital update methodology to be used 
through FY 1995. Under that 
methodology, we wiU update the capita] 
Federal rate and the hospital-specific 
rates for hospitals paid under the fully 
prospective payment methodology using 
a lagged 2-year moving average of 
actual increases in M^icare inpatient 
capital costs per discharge, adjusted for 
case mix index change. The capital 
update proposed in the Addendum to 
this Federal Register document is based 
on the average increase in Medicare 
inpatient capital costs between 1988 and 
1990. The capital update established in 
FY 1995, the last year in which we will 
use the current methodology, tvill be 
based on the average increase in 
Medicare inpatient capital costs 
between 1990 and 1902. We established 
this methodology in response to hospital 
industry concerns regaining the 
uncertainty of the capital update over 
the first few years of the prospective 
payment system for capital-related 
costs. We believe that it would be 
inappropriate to change the method of 
updating capital payments before FY 
1996, because of this desire of the 
industry for more certainty regarding 
capital updates. 

We believe that it is appropriate to 
establish a capital-specific update 
framework until the prospective 
payment systems for capital-related and 
operating costs are unified in a single 
payment system. The development of an 
update framework for capital payment is 
conceptually and empirically more 
difficult than the development of a 
framework for updating operating 
payments. For this reason, and in order 
to solicit comments and to refine our 
framework, we included a preliminary 
discussion of an update framework for 
the capital prospective payment system 
in the August 30,1991 final rule 
implementing the prospective payment 
system for capital-related costs (56 FR 
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43522 ). In the FY 1993 final rule, we will 
publish a more detailed dlsftussion of 
the proposed framework, including an 
empirical illustration of the proposed 
update framework. This illustration will 
show the consistency and relationships 
of the framework with historical trends 
in operating and capital-related costs 
through 1990 and with the proposed FY 
1993 update. Comments will be solicited 
on this framework, and we will provide 
successively Improved frameworks In 
the final rules for FY 1994 and FY 1995. 
We will continue to solicit comments on 
these refined frameworks in order to 
improve the framework that will be 
adopted for FY 1996. Until this 
framework is appropriately refined, w'e 
believe that using the lagged increase in 
actual capital costs, adjusted for case- 
mix index change, is the most 
reasonable approach to take regarding 
capital updates. 

B, Level of Indirect Medical Education 
and Disproportionate Share 
Adjustments to the Prospective Payment 
System for Operating Payments 
(Recommendation 4) 

Recommendation: ProPAC 
recommends that the indirect medical 
education adjustment to the prospective 
payment system for operating payments 
be reduced from its current level of 7.7 
percent to 7.0 percent for FY 1993. This 
reduction should be implemented in a 
budget neutral fashion, with the 
anticipated decrease in indirect medical 
education payments returned to 
teaching hospitals that are designated as 
disproportionate share providers 
through a corresponding increase in 
their disproportionate share adjustment 
percentages. 

Response: ProPACs recommended 
reduction of a7 percentage points in the 
operating adjustment for inured 
medical education (IME) represents 
approximately one-third of the 
difference between the current level of 
7.7 percent (set forth at section 
1886(d)(5)(B)(ii) of the Act) and 5.7 
percent which is ProPACs most recent 
estimate of the effect of teaching activity 
on inpatient operating costs. That is. 
ProPAC estimates that for every 10 
percent change in the residenl-to-bed 
ratio, there is, on average, a 5.7 percent 
increase in Medicare inpatient operating 
costs per case. 

ProPAC uses a statistical model to 
generate its estimate of the effect of 
teaching on Medicare inpatient 
operating costs that does not control for 
the hospital's costs of treating a 
disproportionate share of low income 
patients. Controlling for these costs 
would result in a substantially lower 
estimate of IME costs because of the 


overlap in hospitals receiving IME and 
disproportionate share (DSH) payments. 
We believe that it is appropriate to 
control for the effects of status 
when estimating the effects of teaching. 
Not controlling for the effects of all of 
the payment variables would distort the 
residts of the regressions by attributing 
some of the effects of the missing 
variables to the vcuiables present in the 
regression. We strongly believe that 
payment for the indi^ct costs 
associated with graduate medical 
education should be based on the best 
estimate of the added costs incurred in 
treating Medicare patients and that 
payments in excess of this amount are 
an inappropriate use of Medicare trust 
funds. We furthn* b^eve, as stated 
below in our response to ProPACs 
Recommendation 5 with respect to the 
IME adjustment for capital-related costs, 
that the appropriate level of the IME 
adjustment is that currently paid in the 
prospective payment system for capital- 
related costs. This adjustment is based 
on regressions on total cost per case, 
controlling for all of the prospective 
payment system payment adjustments, 
induding DSH. 

ProPAC further recommends that the 
reduction in IME payments for the 
prospective payment system for 
operating costs be returned to teaching 
hospitals that also receive DSH 
payments through a modification in the 
DSH adjustment for operating costs. We 
do not agree that the reduction in IME 
payments should be returned to teaching 
hospitals that also receive DSH 
payments. These hospitals currently 
have payment-to-cost ratios that are 
significantly higher than other hospitals. 
While we believe that it is possible to 
improve payment equity across all 
classes of hospitals by returning at least 
a portion of the IME payments to all 
hospitals, any such increase in 
payments to hospitals must be examined 
in the larger context of health care 
reform. 

We strongly disagree that the low 
total operating margins (which are 
based on the facility's overall 
operations, not just Medicare patients) 
of DSH hospitals that also receive IME 
payments should be relevant to the 
distribution of Medicare payments. 
These lower total margins are 
associated with the fact that DSH 
hospitals that also receive IME 
payments tend to be faced with a broad 
array of social issues not directly 
related to Medicare patients, stemming 
largely from their location in urban 
areas and their rde in providing 
services to low-income individuals. We 
continue to believe that social problems 


that are not directly related to Medicare 
beneficiaries should be addressed 
through more targeted policies rather 
than through indirect subsidies in the 
form of higher payments to a class of 
hospitals 3iat are not underpaid relative 
to the costs of treating Medicare 
beneficiaries. 

C. Consistency of Indirect Medical 
Education and Disproportionate Share 
Adjustments to Prospective Payment 
System Capital and Operating 
Payments (Recommendation 5) 

Recommendation: ProPAC 
recommends that the same level of IME 
and DSH payment adjustments be 
applied to both operating payments and 
the prospective component of capital 
payments, beginning in FY 1994. Further, 
ProPAC believes that the methods of 
determining these adjustments in the 
prospective payments for operating 
costs should also be applied to the 
prospective pa 3 nnents for capital-related 
costs as follows: 

• The measure of teaching intensity 
used for the IME adjustments should be 
defined in terms of the ratio of residents 
per bed- 

• The criteria for designation as a 
DSH should be baaed on urban or rural 
location and number of beds. 

These changes would better reflect 
the policy objectives of the Congress in 
defining and setting the levels of the 
payment adjustments. They would also 
be consistent with the principle of 
incorporating capital into the 
prospective payment rate. 

Response: We agree with ProPAC that 
an appropriate policy would be to apply 
the same DSH and IME adjustments to 
the prospective payments for operating 
costs and for capitd-related costs. 
However, we continue to believe that 
the appropriate level of the adjustments 
is that justified by the total cost 
regressions, as developed in the August 
30.1991 final rule implementing the 
prospective payment system for capital- 
related cosU (58 FR 43378). That is, the 
adjustments for both operating and 
capital payments should reflect the 
effect on total costs per case of IME and 
DSH status. We implemented these IME 
and DSH adjustments under the capital 
prospective payment system. We cannot 
implant them under the prospective 
payment system for operating costs 
since the IME and DSH operating 
adjustments are set by statute. Until we 
have statutory authority to change the 
IME and DSi^l adjustments to operating 
payments, we are faced with choosing 
between using different adjustments for 
capital and operating payments or 
m^ing the IME and CISH adjustments to 
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capita] payments at the same levels 
used for operating payments. Since our 
regression analysis indicates the 
adjustments to operating payments are 
not reflective of the effect that IME and 
DSH status have on Medicare costs per 
discharge, we believe it would be 
inappropriate to use these adjustments 
for capital payments. Thus, we have 
decided to use different adjustments and 
base the adjustments to capital 
payments on the results of the total cost 
regressions. 

With regard to the ProPAC 
recommendation that the criteria for 
designation as a disproportionate share 
hospital should be based on urban or 
rural location and number of beds, we 
believe that the only hospital groups 
that should receive the DSH adjustment 
are those with significantly higher costs 
due to their disproportionate share of 
low income patients. As explained in 
further detail in the August 30.1991 final 
rule implementing the prospective 
payment system for capital-related costs 
(56 FR 43378). we found no evidence in 
the total cost regressions that costs for 
any rural hospital grouping were 
significantly correlated with the DSH 
patient percentage. We also found no 
evidence that there is a correlation 
between the total costs per case of 
urban hospitals with fewer than 100 
beds and their DSH patient percentage. 
For urban hospitals with at least 100 
beds, we did not find a threshold 
disproportionate share patient 
percentage above which a higher 
adjustment formula was appropriate, 
nor did we find a threshold patient 
percentage below which no correlation 
between costs and patient percentage 
exists. For these reasons, we continue to 
believe that the DSH adjustment to 
capital payments, which provides an 
adjustment to only urban hospitals with 
more than 100 beds and does not require 
a threshold patient percentage, is 
correctly formulated and should apply to 
payments for operating costs as well. 

We also disagree with the 
recommendation that the ratio of interns 
and residents to beds be used as the 
measure of teaching intensity for the 
IME adjustment to capita] payments. As 
discussed in the August 30,1991 final 
rule (56 FR 43380), we believe that the 
ratio of residents to average daily 
census is a more appropriate measure of 
teaching intensity. Residency programs 
are intended to provide participants the 
opportunity to treat patients in a 
supervised setting. We believe that the 
indirect costs of a teaching program are 
more highly correlated with the ratio of 
residents to the average number of 
patients than with the ratio of residents 


to available beds, both occupied and 
unoccupied. This expectation is borne 
out by our regression results, which 
show both a smaller standard error and 
a slightly larger t-statistic when the 
resident-to-day ratio is used than when 
the resident-to-bed ratio is used in the 
cost regression. 

In the August 30,1991 final rule, we 
also stated our concern regarding the 
potential for manipulation of the bed 
count in order to increase teaching 
payments. In this regard, we note that 
the General Accounting Office, in its 
report on the IME adjustment for 
operating costs, refers to average daily 
census as a more **verifiable’* statistic 
than beds. (A copy of this report, 
“Flawed Data Add Millions to Teaching 
Hospital Payments’* GAO/IMTEC-91- 
31, June 1991, can be obtained by 
contacting the U.S. General Accounting 
O^ice, P.O. Box 6015, Gaithersburg, MO 
20677. or by calling (202) 275-6421.) 

D. Improvements in Labor Market 
Definitions (Recommendation 6) 

Recommendation: ProPAC believes 
that the current prospective payment 
system labor market definitions need to 
be improved or replaced as soon as 
possible. Suitable alternative 
definitions, however, are not 
immediately available. In cooperation 
with the American Hospital Association 
(AHA) and HCFA, ProPAC is 
developing alternative labor market 
definitions that may alleviate many of 
the current problems. On the basis of 
this e^ort, I^oPAC hopes to be able to 
recommend substantially revised labor 
market definitions for FY 1994. 

Response: We agree with the 
Commission that the Current labor 
market areas could be improved, and 
look forward to working with ProPAC 
and the AHA in examining potential 
improvements in the labor market 
definitions and the hospital wage index. 
At a minimum, we anticipate that the 
hospital wage index will be improved in 
FY 1994, due to the changes in the MSAs 
resulting from the 1990 census and the 
use of more recent wage data. 

E, Medicare Transfer Payment Policy 
(Recommendation 7) 

Recommendation: Cases transferred 
out of a hospital should be paid based 
on a graduated per diem up to the full 
DRG payment to recognize the higher 
daily costs associated with the first few 
days in a patient stay. In addition, 
outlier payment policy should be 
reexamined, particularly with respect to 
transfer cases received by a hospital. 
ProPAC believes that hospitals are 
penalized by the current payment for 
transfers and that further examination 


of whether hospitals have the 
appropriate incentive to transfer 
patients, particularly with respect to 
recuperative care, is warranted. 

Response: Since a Medicare discharge 
IS the basis of payment under the 
^ prospective payment system, it is 
necessary to distinguish between 
discharges in which a patient has 
received complete treatment and 
discharges in which the patient is 
transferred to another acute-care 
hospital for related care. If a full DRG 
payment were made to each hospital 
involved in a transfer situation 
irrespective of the length of time the 
patient spent in the sending hospital 
prior to transfer, this would create a 
strong incentive to increase transfers, 
thereby unnecessarily endangering 
patients’ health and increasing program 
outlays. Therefore, in a transfer 
situation, the regulations at S 412.4(d] 
provide that full payment is made to the 
final discharging hospital, and each 
transferring hospital is paid a per diem 
rate for each day of the stay, not to 
exceed the full DRG payment that would 
have been made if the patient had been 
discharged without being transferred. 
The per diem rate is determined by 
dividing the full DRG payment that 
would have been paid in a nontransfer 
situation by the average length of stay 
for the DRG into whidi the case falls. 
Transferring hospitals are also eligible 
for outlier payments for cases that meet 
the cost outlier criteria, but are not 
eligible for day outlier payments. Two 
exceptions to the transfer payment 
policy are transfer cases classified into 
DRG 365 (Neonates, Died or Transferred 
to Another Acute Care Facility) or DRG 
456 (Bums, Transferred to Another 
Acute Care Facility), which are not paid 
on a per diem basis but receive the full 
DRG payment instead. 

In the past, we have reviewed the 
transfer payment policy for potential 
improvements. The September 3,1986 
final rule (51 FR 31469) pointed out that, 
based on our analysis of the possible 
effects of making a single payment for 
all the hospitals involved in a transfer 
case, it was not possible to develop such 
a policy that would be equitable or 
administratively feasible. That is, we 
determined that a single payment based 
only on the DRG classification of one 
hospital would probably not be 
sufficient to be split equitably among the 
two or more hospitals based on the 
actual resources that each expended in 
the episode of care. 

We issued a report to Congress in 
1986 on the impact of outlier and 
transfer payment policies upon rural 
hospitals (Review of the Impact of 
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Outlier and Transfer Payment Policy 
upon Rural Hospitals, DHHS, 1988). We 
examined the ratio of payments under 
the prospective payment system to total 
charges in the transferring hospital by 
length-of-stay and found that the ratios 
were actually highest for the shortest 
lengths-of-stay and declined as length- 
of-stay increased. Furthermore, the 
ratios for cases with lengthsof-stay of 
up to 3 days exceeded those for all 
inpatient stays paid under the 
prospective payment system. Although 
the focus of that report was primarily on 
the impacts of outlier and transfer policy 
on rural hospitals, it concluded that the 
current policy was more practical than 
another potential alternative, 
establishing separate DRG categories 
for transfer cases. 

ProPACs report indicates that 
payment-to-cost ratios for transfer cases 
in the transferring hospitals were 
substantially below average for cases 
with short lengths-of-stay, but that the 
ratios were closer to average for cases 
with lengths-of-stay approximating the 
average. Since ProPACs findings differ 
from those in our 1988 report to 
Congress, we intend to review ProPAC’s 
results to determine whether 
refinements in the transfer payment 
policy are now warranted. (A ProPAC 
technical report containing the results of 
their analysis is scheduled for 
publication in April 1992.) 

Any change in the transfer payment 
methodology needs to be evaluated in 
terms of its potential for creating 
incentives that may adversely affect the 
quality of care received by Medicare 
beneficiaries. For example, the declining 
per diem rate in a graduated per diem 
methodology would create an incentive 
for initiating transfers earlier in the 
course of treatment, potentially 
endangering patients* health. The 
magnitude of this incentive would 
depend on the gradation of the rate. 

We share ProPAC*s concern that the 
transfer payment policy not create 
substantial disincentives to the transfer 
of patients for recuperative care at a 
local hospital after completion of any 
specialty treatment provided in the 
tertiary hospital. However, we believe 
that, in light of the alternatives we have 
reviewed, our policy adequately 
maintains the efficiency incentives of 
the prospective payment system while 
establishing relatively neutral financial 
incentives to transfer or accept transfer 
patients. A decisioato transfer a patient 
should be based upon the medical facts 
of a patient's case and not,the financial 
effects upon the hospital. 


F. Payment for Hemophilia Blood 
Clotting Factor (Recommendation 8) 

Recommendation: ProPAC believes 
that current prospective payment system 
policies are adequate to prevent 
significant payment inequities for 
hospitals that treat Medicare 
beneficiaries with hemophilia. 

Therefore, ProPAC does not recommend 
reinstatement of an add-on payment for 
the costs of blood clotting factor 
provided to hemophilia patients. 
However, should the current situation 
change, ProPAC may reevaluate this 
issue. 

Response: In 1989, ProPAC 
recommended implementation of a 
temporary, add-on payment for the costs 
of providing blood clotting factor to 
patients with hemophilia. ProPAC 
believed the add-on payment was 
necessary because of the rapidly 
increasing costs for clotting factor due in 
large part to manufacturing processes 
designed to reduce the risk of 
transmitting the human 
immunodeficiency virus. In response to 
ProPACs recommendation. Congress 
enacted section 6011 of the Omnibus 
Budget Reconciliation Act of 1989 (Pub. 
L. 101-239), which amended section 
1886(a)(4) of the Act to provide that 
hospitals paid under the prospective 
payment system receive an additional 
payment for the costs of administering 
blood clotting factor to hemophiliacs 
who are hospital inpatients. This add-on 
payment was effective for blood clotting 
factor furnished on or after June 19.1990 
and before December 19.1991. A 
detailed discussion of this provision and 
its implementation can be found in the 
April 20.1990 final rule with comment 
period (55 FR 15157) and the September 
4.1990 final rule (55 FR 36000). 

ProPAC states that its analysis 
indicated that, in FY1990, there were 
fewer than 3,000 Medicare discharges 
with hemophilia. Not all of them 
required blood clotting factor, and the 
vast majority of hospitals (94 percent) 
treated five or fewer cases. Therefore. 
ProPAC concluded that even though 
hemophiliacs are more costly to treat 
than the average case within a given 
DRG. there are insufficient data to 
indicate that these differences are due 
to the administration of clotting factor. 

HCFA data analysis resulted in 
similar findings. Evaluation of hospital 
admissions in which blood clotting 
factor was administered (from June 19. 
1990. when the add-on was 
implemented, to October 1,1991) 
identified only 97 hemophilia inpatients. 
We found, as did ProPAC, that not only 
was there a low volume of patients, but 
also, there were very few hospitals with 


a significant number of cases. Only eight 
hospitals administered clotting factor to 
four or more hemophilia patients. The 
impact of the increased cost of the 
clotting factor was distributed across 35 
hospitals submitting claims for 
administering clotting factors to 
inpatients with hemophilia during the 
time period under analysis, with the 
majority of hospitals incurring only one 
admission. 

As ProPAC states, the costs for the 
clotting factor are included in the 
hospital charges and are, therefore, 
reflected in the DRG weights. Under the 
prospective payment system, we do not 
pay for the costs of individual cases; 
rather, payment is based on an 
averaging process, as the cases in each 
DRG vary in resource requirements and 
length of stay. Given a normal 
distribution, most cases will require 
resources close to the average, with 
some cases costing more and some 
costing less. With the low volume of 
hemophilia inpatients requiring clotting 
factor, the higher costs for these cases 
are offset by the lower costs for other 
cases in the same DRG. In addition, the 
system does make provision for 
exceptionally high cost cases through 
outlier payments. Approximately 9 
percent of the cases we analyzed 
received outlier paymients. 

We agree with ProPAC that, given the 
low volume of cases and the fact that 
these cases are not concentrated in a 
few hospitals, there is not sufficient 
justification to reinstate the add-on 
payment. Therefore, we support 
ProPAC’s recommendation concerning 
the add-on payment for blood clotting 
factor provided to hemophilia patients. 

G. Payment for Epilepsy Coses 
(Recommendation 9) 

Recommendation: The current DRG 
assignment should be revised to account 
for the resource requirements of patients 
with epilepsy receiving intensive 
neurodiagnostic monitoring. ProPAC 
analyzed Medicare data from FY 1990 to 
identify patients with epilepsy in DRGs 
24, 25, and 26 (Seizure and Headache) 
and found that payment-to-cost ratios 
were lower for patients with epilepsy 
compared to other patients in the same 
DRGs. These payment differences were 
greater for patients with intractable 
epilepsy and for those receiving 
neurodiagnostic monitoring. The 
Commission also found that the majority 
of patients with epilepsy were not 
concentrated in any hospital type but 
that hospitals providing specialized 
epilepsy services had a higher 
percentage of patients with epilepsy 
who receive monitoring. Therefore, 






23664 


Federal Register / VoL 57, No. 108 / Thursday, June 4. 1992 / Proposed Rules 


ProPAC believes that the Secretary 
should evaluate the current DRG 
assignment for patients with intractable 
epilepsy, particularly those receiving 
intensive neurodiagnostic monitoring. 

Response: HCFA analyzed FY 1991 
MEDPAR data and identified 22,223 
discharges with a principal diagnosis of 


epilepsy in DRGs 24. 25. and 26. 
Althou^ epilepsy represents 29 percent 
of all patients dassified to these DRGs, 
intractable epilepsy accounts for only 
3.7 percent (2.780 cases). Our findings 
parallel those of ProPAC, with epilepsy 
cases diagnosed as intractable having 
higher average charges ($7310) than the 


nonintractable cases ($6274). These 
charges compare to $6393 for all cases 
classified to DRG 24. 25. and 26. The 
following table summarizes the 
comparison of average charges between 
epilepsy and other cases assigned to the 
same DRGs. For each entry. Uic number 
of cases is included in the parentheses. 


24 

26___ 

All cases__ 


M 


DRG 



Intractable epilepsy 

Nonintractable 

ep4epsy 

Afl 

epilepsy 

AU cases 

$8067 

$7260 

$7440 

S7400 

(1,606) 

(13,727) 

(15,333) 

(53.661) 

$5027 

$3901 

$4093 

$3977 

(1.173) 

(5.700) 

(6.873) 

(2^386) 

$4070 

$5959 

$5848 

$7174 

(1) 

(16) 

(17) 

(54) 

$7310 

$6274 

$6403 

$6393 

(2.780) 

(19.443) 

(22,223) 

(76.101) 


If video and radio-telemetered 
electroencephalographic monitoring 
(procedure code 89.19) is performed, the 
result is higher charges, with both 
intractable and nonintractable patients 
receiving this service averaging a charge 
of $7215, while those without the service 
had an average charge of $6471. The 
differential in charges for intractable 
epilepsy cases with and without 
telemonitoring service, however, was 
less than 3 percent. With only 2 percent 
of the cases reporting codes for video¬ 
telemonitoring. and only two cases 
reporting psychological services, it Is 
impossible to reach a definitive 
conclusion concerning the use and cost 
of neurodiagnostic services. 

Evaluation of ancillary charges 
resulted in similar findings. That is. 
average ancillary charges were slightly 
above average for intractable patients 
and slightly below for nonintractable 
patients. Since 90 percent of the epilepsy 
admissions are for nonintractable cases 
and only 10 percent are for intractable, 
these slightly higher treatment costs for 
intractable cases are distributed across 
DRGs 24. 25. and 26. with some charges 
occurring above the average and some 
below. Given this distribution of cases, 
the average ancillary charge for all 
epilepsy patients ($3,431) was actually 
lower than the average charge for all 
patients in these DRGs ($3,541). 

To measure the impact on hospitals of 
providing services to patients with 
intractable epilepsy, we evaluated 
utilization by these patients at the 
hospital level, identifying high-volume 
hospitals (defined as hospitals treating 
10 or more intractable epilepsy cases). 
We found that for intractable epilepsy 
patients, there were 1,042 hospitals 
providing service to 2,780 patients, with 
fewer than 4 percent of these hospitals 
having 10 or more cases (40 hospitals). 


Only 22 percent of the claims submitted 
by the high-volume hospitals for 
intractable epilepsy patients had 
charges that were higher than the 
average charge for the DRG for all 
patients. In addition, for approximately 
one-half of the claims submitted by 
these hospitals for all epilepsy patients 
in DRGs 24, 25, and 26, the average 
charge for treating intractable cases was 
less than the average charge for treating 
nonintractable cases. 

Our evaluation of the relationship 
between Medicare costs and Medicare 
payments, for the first 7 years of 
prospective payment, identified only 
three high-volume hospitals with a 
negative average Medicare operating 
margin. (A negative operating margin 
means that a hospital incurred costs in 
excess of payment for its Medicare 
patients.) Without a high concentration 
of cases in a few hospitals, the impact of 
treating intractable epilepsy is 
distributed across many hospitals 
treating a low volume of these patients, 
with no significant impact on profit 
margins. This is consistent with the 
overall design of the prospective 
payment system. Under that system, 
payment is based on an averaging 
process, with some cases incurring costs 
in excess of payment while for others 
payment exceeds costs. The incentive is 
for hospitals to treat a mix of patients 
and, thus, achieve a balance l^tween 
costs and payments. 

As part of our analysis, we also 
examined the charge data from those 25 
hospitals that were identified by the 
National Association of Epilepsy 
Centers as hospitals that specialize in 
the treatment of epilepsy. Based on our 
data, these epilepsy specialty centers 
did not necessarily treat a high volume 
of Medicare intractable epilepsy 
patients. The volume of these cases 


ranged from 0 to 34. In addition, there 
was no consistent pattern concerning 
charges for either intractable or 
nonintractable epilepsy. The 10 
specialty hospitals that were also high- 
volume hospitals (that is, treated 10 or 
more epilepsy cases) had average 
charges lower than ^e national average 
for these cases. We evaluated Medicare 
operating margins for the specially 
centers, again reviewing the relationship 
between cost and payment for treating 
Medicare patients. As with the high- 
volume hospitals, the overall average 
operating margin for the first 7 years 
under prospective payment was 
positive. Only two centers (one of which 
was also a high-volume hospital) 
experienced an overall negative 
operating margin. 

As ProPAC suggested, HCFA has 
evaluated the ciirrent DRG assignment 
for patients with intractable epilepsy, 
particularly those receiving intensive 
neurodiagnostic monitoring. While the 
results of our analysis confirm that 
intractable epilepsy patients incur 
higher charges on average than do 
patients with nonintractable epilepsy, 
particularly those receiving 
neurodiagnostic monitoring, these- 
differences are not significant enough to 
warrant any DRG classification change. 

We note that the data for both 
intractable and nonintractable cases 
were inconsistent across DRGs as well 
as among hospitals. Without accurate 
coding for the intensive services 
required for these patients, we cannot 
document consistent and reliable 
differences between patients receiving 
neurodiagnostic services and those not 
using these services. With minimal 
differences in average charges between 
Intractable epilepsy cases and those of 
the DRG overall, given the distribution 
of cases across a large number of 
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hospitals and the inconsistencies 
between both the high-volume hospitals 
and the epilepsy treatment centers, we 
find there is insufficient evidence to 
justify a DRG modification at this time. 
Therefore, we are not proposing any 
revision to the current DRG assignment 
for epilepsy patients. 

H. Essential Access Community 
Hospital Program (Recommendation W) 

Recommendation: ProPAC 
recommends that the Secretary waive, 
on an individual case basis, some of the 
requirements for participation in the 
Essential Access Community Hospital 
Program. This would encourage 
increased hospital participation and 
allow the Secretary to gain additional 
experience with alternative policies. 
Over time, policies should be expanded 
to target the larger group of hospitals 
that should continue to operate but offer 
limited, less specialized inpatient 
services. By refocusing these hospitals* 
operations, ProPAC believes that overall 
system efficiency may be improved 
without sacrificing access to care. 

Response: On (Dctober 25,1991, we 
published a proposed rule in the Federal 
Register to implement the Essential 
Access Community Hospital (EACH) 
program, including criteria that facilities 
would have to meet to qualify to be 
designated as EACHs or rural primary 
care hospitals (RPCHs) (56 FR 55382). 
These criteria were based on the 
provisions of section 1620 of the Act (the 
statutory section that establishes the 
EACH program). That section of the Act 
does not include any mechanism for 
waiving the statutory requirements for 
designation as an EACH or RPCH. 

In response to our proposed rule, we 
received a number of comments 
recommending greater flexibility in the 
application of the statutory provisions 
cited by ProPAC, including the criteria 
for designation as an RPCH. The 
provisions for which commenters 
recommended waiver included those 
provisions relating to the certification of 
the need for temporary Inpatient care, 
the bed-size and length-of-stay 
limitations for RPCHs. and the criteria 
related to the bed size or location of 
EACHs and their responsibilities with 
respect to RPCHs. Some commenters 
expressed the opinion that HCFA should 
waive some or all of these provisions; 
other commenters recommended that we 
publish final regulations to permit the 
designation of “intermediate EACHs” 
that would appear to be similar in 
concept to the larger facilities that 
ProPAC believes should be encouraged 
to become more efficient through 
appropriate restructuring of their 
services. 


We are considering these comments 
and will respond to them in the 
preamble to the final rule implementing 
the EACH program. We do not believe it 
would be appropriate to adopt any of 
the ProPAC recommendations outside of 
the rulemaking process. 

/. PRO Review and Quality of Core 
(Unnumbered Recommendation) 

Recommendation: ProPAC believes 
the Peer Review Organization (PRO) 
program should continue to monitor, at 
the case and facility levels, the care 
furnished to Medicare beneficiaries. 
Although the Commission commends 
the planned expansion of epidemiologic 
patterns of care studies using the 
Uniform Clinical Data Set, these more 
general analyses should not replace all 
case-level and facility-level quality 
review. Further, funding should be 
sufficient to allow PROs to perform 
case-level and facility-level review, as 
well'as more general analyses of broad 
patterns of care. 

Response: We intend to continue to 
monitor the care furnished to Medicare 
beneficiaries at the case and facility 
levels, as ProPAC recommends. HCFA 
has developed a new strategy for the 
PRO program, consistent with the 
recommendations in the 1990 Institute of 
Medicine Report, ‘‘Medicare: A New 
Strategy for Quality Assurance.” to 
continuously improve quality of care, 
and to strengthen the ability of health 
care organizations and practitioners to 
assess and improve their own 
performance. This strategy is called the 
Health Care Quality Improvement 
Initiative (HCQII). Central to the HCQII 
is a fundamental change in the PRO 
program from its emphasis on individual 
(and often isolated) clinical errors to an 
increased emphasis on general 
improvements in medical care. Under 
the HCQII. PROs will use statistical 
quality control to examine variations in 
both the processes and the outcomes of 
care. PROs will then share these data 
with hospitals and physicians and work 
with them to interpret and apply the 
findings. 

The HCQII is a program designed to 
shift the emphasis of Medicare quality 
assurance activity from review of 
individual cases to the review of 
patterns of care and patterns of 
outcomes. The Initiative is intended to 
move mainstream medical care toward 
best available practices, in contrast with 
a previous emphasis that focused on 
correcting unusually bad care. 

The Initiative grows out of program 
experience, health services research, 
and modem quality management theory. 
Health services research indicates that 
there is wide variation in both practices 


and outcomes for most conditions and 
procedures. Modem quality 
management shows that the emphasis 
on quality improvement should be on 
Improving the usual processes of care 
ra^er than identifying an isolated 
problem with an individual case. The 
Initiative depends on collection of data 
through the Uniform Clinical Data Set, 
which will provide detailed clinical 
information. 

PROs will continue to review 
individual cases under HCQII. About 
one-half of PRO resources will be 
expended on review of individual cases 
over the next 4 years. This review will 
continue to be carried out by local 
physicians working for the local PRO. 
Reviewing individual cases is an 
important complement to reviewing 
patterns of care and outcomes of care. 
Although there will be increased 
emphasis on pattern analysis and 
education, HCFA will continue to 
identify and act on Individual quality 
problems. Hospitals that do not improve 
will be subject to increasingly severe 
actions, including sanctions. However, 
HCFA believes that education in concert 
with analysis of current patterns will 
produce greater improvements in care 
practices than do sanctions. 

The Cooperative Cardiovascular 
Project is the first major clinical project 
of the HCQII. The Project will 
coordinate activities of PROs and the 
health care and research communities to 
improve care for patients with 
myocardial infarction, coronary artery 
bypass grafting, and percutaneous 
transluminal coronary angioplasty. The 
Project is being planned cooperatively 
by a group of interested organizations 
representing hospitals, consumers, 
researchers, and regulators. The Project 
will examine processes of care and 
outcomes of care for patients with these 
three conditions, identify areas in which 
practices can be improved, develop 
programs for improvement, and track 
the success of hospitals and medical 
staffs in achieving this improvement. 

/. Update Factor for Payments to 
Dialysis Facilities (Recommendation 12)^ 

Recommendation: ProPAC is not 
recommending an increase in payments 
for dialysis services at this time. 
Currently, data are inadequate to assess 
the relationship between the payments 
and the costs of furnishing various types 
of dialysis services in different settings. 
ProPAC recommends that HCFA 
expedite work necessary to complete its 
data base of unaudited dialysis facility 
cost reports. In addition, HCFA should 
annually audit the cost reports of a 
representative sample of dialysis 
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facilities and maintain a data base with 
this information. 

Response: Section 4201(b) of the 
Omnibus Budget Reconciliation Act of 
1990 (Pub. L 101-508) directed ProPAC 
to conduct a study to determine the 
costs and services and profits 
associated with various modalities of 
dialysis treatments provided to end- 
stage renal disease (ESRD) patients 
under the Medicare program. Based on 
this information, ProPAC was directed 
to make recommendations to Congress 
regarding the method or methods of 
payment and the levels at which the 
payments made for the facility 
component of dialysis services by 
providers of service and renal dialysis 
facilities under Medicare should be 
established for dialysis services 
furnished during FY1993 and the 
methodology to be used to update these 
payments for subsequent fiscal years. 
These recommendations were to be 
submitted as a report to Congress by 
March 1. before the beginning of each 
fiscal year, beginning with March 1.1992 
for FY 1993. The study was to examine 
the following factors: hemodialysis and 
other treatment modalities, adjustment 
factors for facility's characteristics, 
adjustments for labor and nonlabor 
costs, profit margin, and adjustments for 
patient complexity and costs associated 
with positive outcomes. 

ProPAC believes that existing 
evidence, based on 1988 audit data, does 
not justify a rate increase at this time. 
The 1988 audit sample was designed to 
estimate the median costs of a dialysis 
service in an efficiently operated renal 
facility, that is, to set a rate for payment, 
and not to determine the costs of 
dialysis services that were affected by 
other factors (such as volume, type of 
ownership, and location of facility) as 
referenced by the statute. ProPAC 
concluded that the 1988 audit data were 
not representative of the proportion of 
patients treated at home, the types of 
dialysis provided, and the 
characteristics of all dialysis facilities. 
Thus, the Commission determined that 
this sample was not adequate to address 
the issues raised by Congress in Public 
Law 101-508 and that more extensive 
cost data was needed. 

We agree with ProPAC's assessment 
that the 1988 audit data were not 


sufficient to address the issues raised by 
Congress, as the audits were not 
designed to provide data on the issues 
raised in the Congressional mandate. 

We have been developing data and have 
recently completed a data base of 
unaudited renal cost data. We are 
maintaining computer files of cost report 
data for renal facilities with fiscal years 
ending in 1988,1989,1990 and 1991, and 
have initiated an analysis of these data. 
ProPAC is aware that we now have data 
in the format required and has requested 
access to these data. 

ProPAC is also recommending that we 
annually audit a representative sample 
of cost reports to use in evaluating 
payments and costs by type of treatment 
and setting. This is an appropriate 
recommendation for rate-setting 
purposes, but we do not believe it would 
be cost effective to conduct annual 
audits under the prospective payment 
system, since there is no recovery of 
Medicare funds to offset the costs of 
these audits, nor does the Secretary 
have the authority under Public Law 
101-508 to set rates. Moreover, we 
believe that a representative set of 
audits could be useful to the Secretary 
to set annual payment rates, if the 
Secretary had the authority to set rates. 
We believe that to conduct audits 
without the authority to use these 
results to set rates would result in 
inefficient use of government 
expenditures. 

Presented below are tables that 
provide data from 1990 ESRD facility 
surveys, including both hospital-based 
and independent facilities, and a table 
that shows the percentage of patients by 
treatment modalities. Tables 1, 2 and 3 
provide information concerning the 
universe of renal facilities. Over the past 
10 years, the number of independent 
facilities has increased signiftcantly. 
These facilities account for the majority 
of dialysis treatments. The 1990 data 
show that independent facilities account 
for 66 percent of all renal facilities and 
furnish dialysis service to 66 percent of 
all dialysis patients. 

Table 3 shows that for 1990, 39 
percent of renal facilities furnish 68 
percent of outpatient maintenance 
dialysis treatments. This is in contrast to 
the situation in 1983, when the original 
base rates were established. At that 


time, the rates were weighted using the 
costs experiences of small renal units, 
especially hospitals, which then 
dominated the dialysis industry. This 
resulted in overpaying the more efficient 
larger facilities. We believe that ProPAC 
should consider a payment method that 
establishes different rates for the larger, 
more efficient renal facilities that 
benefit from economies of scale. For 
facilities that meet certain limited 
criteria, we are considering a different 
payment structure based on the 
characteristics of these facilities. For 
example, pediatric hospitals and small 
rural facilities, with less than a defined 
number of treatments, might qualify for 
an adjusted rate that reflects the relative 
inefficiencies associated with low 
volume. For hospitals, a case-mix 
adjustment would be appropriate to 
eliminate the administrative burden and 
costs borne by hospitals filing for an 
exception to their payment rates. 

Table 4 documents that in 1990 the 
treatment modalities for 97 percent of 
renal patients were outpatient 
hemodialysis, CAPD (continuous 
ambulatory peritoneal dialysis) or CCPD 
(continuous cycling peritoneal dialysis). 
This percentage continues to grow and 
the rate structure should reflect this shift 
in treatment modalities. The numbers of 
intermittent peritoneal dialysis (IPD) 
and home hemodialysis patients are 
insignificant and diminishing, and no 
special payment structure should be 
established for these treatment 
modalities. Patients on IPD should be 
reflected in any case-mix adjustment 
proposed by ProPAC. Since 1982, the 
percentage of patients on home 
hemodialysis has decreased from 6.7 
percent to 1.9 percent. Of these home 
patients, 2 percent of renal facilities 
account for 43 percent of all patients. In 
total, 21 percent of renal facilities 
account for 78 percent of all home 
dialysis patients. If ProPAC 
recommends setting a separate home 
dialysis rate, we would suggest that only 
those facilities that have a significant 
home patient population be used to 
establish the payment rate in order to 
reflect the economic efficiencies and 
training expertise of such programs. 

BiLUNG COOC 4120-St-li 










Federal Register / VoL 57. No. 108 / Thursday, fune 4,1992 / Proposed Rules 


23667 


table 1: HOSPITAL DATA FROM 1990 ESRD FACILITY SURVEY 


RANGE OF 

HOSPITAL FACILITIES’ 

TREATMENTS 



MEMO 

HEMO 

TOTAL 

AVQ 

RANGE 

UNITS 

RXS 

PATs 

PATs 

RXs 

NO TREATMENTS 

18 

0 

0 

38 

0 

1 - 2.499 

168 

210548 

1830 

' 2643 

1253 

2.500 - 4,999 

157 

579238 

4222 

5795 

3689 

5,000- 7,499 

114 

711744 

5057 

6958 

6243 

7,500- 9,999 

96 

837722 

6035 

7922 

8726 

10,000 - 14.999 

77 

934659 

6884 

9004 

12138 ‘ 

15.000-19.999 

39 

671950 

4721 

6214 

17229 

20,000 OVER 

20 

541086 

3807 

5000 

27054 

TOTAL 

689 

4486947 

32566 

43574 

6512 

RANGE OF 

RURAL HOSPITAL 

FACILITIES TREATMENTS 



HEMO 

HEMO 

TOTAL 

AVQ 

RANGE 

UNITS 

RXS 

PAT« 

PATs 

RXs 

NO TREATMENTS 

1 

0 

0 

0 

0 - . _ 

1 - 2,499 

55 

80717 

628 

657 

1468 

2,500 - 4,999 

67 

236009 

1708 

2134 

3523 

5,000 - 7,499 

20 

121127 

874 

1032 

6056 

7,500 - 9,999 

6 

49533 

369 

409 

8256 

10,000-14,999 

2 

21475 

162 

215 

10738 


15,000-19,999 

0 

0 

0 

0 

0 

20,000 OVER 

0 

0 

0 

0 

0 

TOTAL 

151 

508861 

3741 

4447 

3370 


RANGE OF 

URBAN 

HOSPITAL 

FACILITIES’ TREATMENTS 

1 



HEMO 

HEMO 

TOTAL 

AVQ 

RANGE 

UNITS 

RXS 

PATs 

PATs 

RXs 

NO TREATMENTS 

17 

0 

0 

38 

0 

1 - 2,499 

113 

129831 

1202 

1986 

1149 

2,500 - 4,999 

90 

343229 

2514 

3661 

3814 

5,000 - 7,499 

94 

590617 

4183 

5926 

6283 

7,500 - 9,999 

90 

788189 

5666 

7513 

8758 

10,000-14,999 

75 

913184 

6722 

8789 

12176 • , , , 

15,000-19,999 

39 

671950 

4721 

6214 

17229 1 . , ,, 

20,000 OVER 

20 

541086 

3807 

5000 

27054 

TOTAL 

538 

3978086 

28816 

39127 

7394 
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TABLE 2 : INDEPENDENT DATA FROM 1990 ESRD FACILITY SURVEY 


RANGE OF INDEPENDENT FACILITIES* TREATMENTS 


MEMO MEMO TOTAL AVQ 


RANGE 

UNITS 

RXS 

PATs 

PATs 

RXs 

NO TREATMENTS 

18 

0 

0 

509 

0 

1 - 2,499 

229 

287469 

4541 

4950 

1255 

2,500 - 4,999 

271 

1014465 

7990 

8886 

3743 

6,000- 7,499 

242 

1480978 

10828 

12563 

6120 

7,500- 9,999 

189 

1636675 

11935 

13691 

8660 

10,000 - 14,999 

223 

2723589 

19342 

22803 

122T3 

15,000- 19,999 

80 

1372358 

9670 

11024 

17154 

20,000 OVER 

65 

1502806 

9844 

11801 

27324 

TOTAL 

1307 

10018330 

74150 

86226 

7665 



RANGE 

OF KURAI. 

1NDKPENDKNT 

FACILITIES' TRKATMKNT.S 

•• 

• 

HEMO 

HEMO 

TOTAL 

AVQ 


RANGE 

UNITS 

RXS 

PATs 

PATs 

RXs 


NO TREATMENTS 

2 

0 

0 

90 

0 


1 - 2,499 

96 

127496 

1438 

1515 

1328 


2,500 - 4,999 

• 101 

371603 

2730 

. 3061 

3679 


5,000 - 7,499 

64 

382890 

2755 

2927 

5983 


7,500 - 9,999 

30 

268095 

1790 

1950 

8603 


10,000 - 14,999 

14 

166124 

1139 

1247 

11796 


15,000 - 19.999 

2 

33119 

216 

287 

16560 


20,000 OVER 

1 

20388 

151 

217 

20388 


TOTAL 

310 

1368715 

10219 

11294 

4383 



"range 

OF URBAN 

INDEPENDENT 

FACILITIES’ TREATMENTS 



HEMO 

HEMO 

TOTAL 

AVG 


RANGE 

UNITS 

RXS 

PATs 

PATs 

RXs 


NO TREATMENTS 

16 

0 

0 

• 419 

0 


1 - 2,499 

133 

159963 

3103 

3435 

1203 


2,500 - 4,999 

170 

642862 - 

5260 

5824 

3782 

■ ft ■ - . ' - ' ‘S- 

• 

5,000 - 7,499 

178 

1098088 

8073 

9636 

6169 

1.- 

f: , - • V L 

7,500 - 9,999 

159 

1378580 

10145 

11741 

8670 


10,000 - 14,999 

209 

2568465 

18203 

21556 

12241 

’ /- • ' , 7 

15,000 - 19,999 

78 

1339239 

9454 

10737 

17170 


20,000 OVER 

64 

1482418 

9693 

11684 

27452 


TOTAL 

997 

8659615 

63931 

74932 

8686 

■' ‘ 
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table 3: INDEPENDENT & HOSPITAL DATA FROM 1990 ESRD FACILITY SURVEY 


RANGE OF HOSPITAL & INDEPENDENT FACILITIES’ TREATMENTS 


RANGE 

UNITS 

HEMO 

RXS 

HEMO 

PATe 

TOTAL 

PATs 

AVQ 

RXe 

%OF 

UNITS 

CUMUL 

% 

%OF 

RXS 

CUMUL 

% 

NO TREATMENTS 

36 

0 

0 

547 

0 

1.8% 

1.8% 

0.0% 

0.0% 

1 - 2,499 

397 

496007 

6371 

7593 

1254 

19.9% 

21.7% 

6.0% 

6.0% 

2,500 - 4,999 

428 

1593703 

12212 

14680 

3724 

21.4% 

43.1% 

11.4% 

17.4% 

5.000 - 7,499 

356 

2192722 

15885 

19521 

6159 

17.8% 

61 0% 

14.9% 

32 3% 

7.500 - 9.999 

285 

2474397 

17970 

21613 

8682 

14.3% 

75.3% 

16.8% 

49.-:% 

10.000 - 14,999 

300 

3658248 

26226 

31807 

12194 

15.0% 

90.3% 

24.6% 

73.7% 

15.000-19,999 

119 

2044308 

14391 

17238 

17179 

6.0% 

96.2% 

13.5% 

87.2% 

20.000 OVER 

75 

2043892 

13651 

16801 

27252 

GO 

CO 

100.0% 

12.8% 

100.0% 

TOTAL 

1996 

14505277 

106706 

129800 

7267 

100% 


100% 



RANGE OF RURAL 

RANGE UNITS 

HOSPITAL & 

HEMO HEMO 

RXS PATs 

INDEPENDENT FACILITIES’ TREATM 

TOTAL AVG %OF CUMUL %OF CUMUL 

PATs RXs UNITS % RXS % 

NO TREATMENTS 

3 

0 

0 

90 

0 

0.7% 

0.7% 

0.0% 

0.0% 

1 - 2.499 

151 

208213 

2066 

2172 

1379 

32.8% 

33 . 40/0 

14 8% 

14.8% 

2.500 - 4.999 

168 

607612 

4438 

5195 

3617 

36.4% 

69.8% 

31.8% 

46.6% 

6.000 - 7,499 

84 

504017 

3629 

3959 

6000 

18.2% 

88.1% 

26 0% 

72.6% 

7,500- 9,999 

36 

307628 

2159 

2359 

8545 

7.8% 

95.9% 

15.5% 

88.1% 

10,000 - 14,990 

16 

186599 

1301 

1462 

11662 

3.5% 

99.3% 

9.3% 

97.4% 

15.000-19,999 

2 

33119 

216 

287 

16560 

0.4% 

99.8% 

1.5% 

98.9% 

20,000 OVER 

1 

20388 

151 

217 

20388 

0.2% 

100.0% 

1.1% 

100.0% 

TOTAL 

461 

1867576 

13960 

15741 

4051 

100% 


100% 



RANGE OF URBAN 

RANGE UNITS 

HOSPITAL & 

HEMO HEMO 

RXS PATs 

INDEPENDENT FACILITIES’ TREATM 

TOTAL AVG % OF CUMUL %OF CUMUL 

PATs RXs UNITS % RXS % 

NO TREATMENTS 

33 

0 

0 

457 

0 

2.1% 

2.1% 

0.0% 

0.0% 

1 - 2,499 

246 

289794 

4305 

5421 

1178 

16.0% 

18.2% 

4.6% 

4.6% 

2.500 - 4,999 

260 

986091 

7774 

9485 

3793 

16.9% 

36.1% 

8.4% 

13.0% 

5,000 - 7.499 

272 

1688705 

12256 

16562 

6208 

17.7% 

52.8% 

13.2% 

26.2% 

7.500 - 9.999 

249 

2166769 

15811 

19254 

8702 

16.2% 

69.1% 

17.0% 

43.3% 

10.000 - 14,999 

284 

3471649 

24925 

30345 

12224 

18.5% 

87.6% 

26.9% 

70.2% 

15,000-19,999 

117 

2011189 

14175 

16951 

17190 

7.6% 

95.2% 

15.3% 

85.4% 

20.000 OVER 

74 

2023504 

13500 

16584 

27345 

4.8% 

100.0% 

14.6% 

100.0% 

TOTAL 

1536 

12637701 

92746 

114059 

8233 

100% 


100% 
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TABLE 4: PERCENTAGE OF PATIENTS BY TREATMENT MODALITIES 


ALL 


YEAR 

HEMO 

OUTPAT 

IPD 

OUTPAT 

TRAIN 

MODES 

HEMO 

HOME 

IPD 

HOME 

CAPD 

HOME 

CCPD 

HOME 

TOTAI. 

1982 

79.92% 

1.35% 

0.89% 

6 .68% 

1.24% 

9.92% 

0 .00% 

100 .0% 

1983 

79.22% 

1.03% 

0.79% 

6 .01% 

1 .10% 

11.85% 

0 .00% 

100 .0% 

1984 

79.22% 

0.75% 

0.61% 

5.26% 

0.33% 

12.74% 

1.09% 

100 .0% 

1983 

79.30% 

0.69% 

0.67% 

4.70% 

0.27% 

13.25% 

1 .12% 

100 .0% 

1986 

80.06% 

0.56% 

6.59% 

4.04% 

0 .21% 

13.11% 

1.44% 

100 .0% 

1987 

■ 80.62% 

0.45% 

0.36% 

3.64% 

0.17% 

13.03% 

1.74% 

100 .0% 

1988 

81.40% 

0.34% 

0.55% 

3.02% 

0.31% 

12.57% 

1.81% 

100 .0% 

>989 

81.96% 

0.27% 

0.36% 

2.51% 

0.14% 

12.77% . 

1.99% 

100 .0% 

1990 

81.99* 

0 .22% 

0.35% 

1.91% 

0.15% 

13.07% 

2.31% 

100 .0% 

TOTAL 

80.62% 

0.56% 

0.54% 

3.88% 

- 0.37% 

12.60% 

1.43% 

100 .0% 
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K. Outpatient Payment Reform 
(Recommendation 13) 

Recommendation: ProPAC believes 
that a prospective payment system for 
outpatient services should be 
implemented. Outpatient facility 
payment reform should ultimately 
include all providers of outpatient 
services, such as hospitals, physicians' 
offices, and free-standing ambulatory 
surgical centers. The same payment 
method should apply to the facility or 
technical component of all services. The 
payment rate, however, should be 
adjusted to reflect justifiable cost 
differences such as wages and case mix. 
Further, cost differences that have some 
societal beneht. such as standby 
capacity and emergency capabilities, 
should also be reflected in the payment 
rate. Where feasible, the unit of 
payment should be based on bundled 
related services. 

Response: This recommendation 
raises a number of important issues. We 
are committed to the development of a 
prospective payment system for hospital 
outpatient departments. We believe the 
system we design should result in 
certain beneflts, such as increasing 
payment equity among providers, 
constraining Medicare expenditures, 
and protecting Deneficiaries* access to 
services, while promoting predictability 
and administrative simplicity. In 
addition, we agree with ProPAC that 
ideally the same prospective payment 
system should eventually be extended to 
the other outpatient settings. 

In its discussion of this 
recommendation. ProPAC raises the 
concern that our current research 
focuses only on hospital-provided 
outpatient services, and they encourage 
the expansion of research to other 
outpatient facilities as well. For 
example. ProPAC notes that the 
Ambulatory Patient Groups (APGs) 
classification system was developed for 
use in the hospital outpatient setting, 
and questions whether APGs can be 
appropriately applied in the nonhospital 
setting. 

It is true that we have initially focused 
on the development of the 
Congressionally mandated prospective 
payment system for hospital outpatient 
services. However, we see this as a first 
and necessary step to a comprehensive 
system that could be applied to 
nonhospital settings as well. In addition, 
we do not believe that there is any 
feature inherent in a clinically-based 
case-mix classification system such as 
APGs that would preclude it from being 
used as the payment method for other 
outpatient settings. 


L Medicare Volume Performance 
Standard (Recommendation 14) 

Recommendation: Services provided 
in the hospital outpatient setting should 
be included in the Medicare Volume 
Performance Standard (MVPS) to the 
extent that these services are included 
when provided in other settings. Certain 
services, such as laboratory tests and 
therapy, currently are included in the 
MVPS when they are furnished in free¬ 
standing settings. ProPAC believes that 
hospital-provided outpatient services 
should also be incorporated in the VPS. 
Their inclusion will make incentives to 
control volume consistent across sites of 
care. 

Response: In theory, we agree that 
services provided in the outpatient 
department of hospitals should be 
included in the MVPS because 
physicians should be held accountable 
for the services they order as well as 
provide. However, until a process is 
established for obtaining more timely 
data from the intermediaries than 
currently exists through the cost report 
process, only clinical diagnostic 
laboratory tests provided in the 
outpatient department can feasibly be 
brought into the MVPS. 

With respect to other hospital 
outpatient department services. th% data 
needed to include these services in the 
MVPS are not available on a timely 
basis as long as payment continues on a 
reasonable cost basis. While charge 
data from the hospital outpatient 
department can be obtained in a timely 
manner, we would not be able to obtain 
accurate expenditure information for the 
purpose of measuring performance 
under the MVPS for the year ending 
September 30 because of varying fiscal 
year ending dates for cost reports and 
delays in settlement of the cost report. 
Thus, we do not think it is feasible to 
include in the MVPS any hospital 
outpatient services that are paid for on a 
reasonable cost basis. 

Af. Cost Data Collection for Outpatient 
Providers (Recommendation 15) 

Recommendation: A mechanism 
should be implemented for periodic 
collection of procedure-specific cost 
data in free-standing settings, including 
physicians* offices and ambulatory 
surgical centers. 

Response: We have specifically 
chosen not to require Medicare- 
participating ambulatory surgical 
centers (ASCs) to submit annual cost 
reports, primarily to avoid imposing on 
ASCs the burden and expense that these 
reports engender. Some ASCs. 
especially the smaller facilities, would 
have difficulty absorbing the added 


expense of maintaining billing and 
recordkeeping systems necessary to 
satisfy an annual Medicare cost report 
requirement. Additional facility costs 
would, in turn, be reported to Medicare, 
inflating Medicare ASC payment rates 
and beneficiary co-payments (see 
Recommendation 16 below) as well as 
Medicare administrative costs. 
Therefore, we do not concur with the 
ProPac recommendation that an annual 
cost report would be an appropriate 
mechanism for the systematic and 
comprehensive collection of data for 
free-standing settings. 

We surveyed Medicare-participating 
ASCs in 1988 to collect procedure- 
specific cost data for use in setting ASC 
payment rates. Also, an ASC survey will 
be conducted during 1992. These surveys 
collect information regarding charges, 
costs, and volume on a procedure- 
specific basis. One portion of the 1992 
survey will ask ASCs to identify 
component services of selected high- 
volume procedures and to report their 
actual costs in furnishing those services. 
The data reported for this "procedure 
costing" portion of the 1992 survey as 
well as the more general charge, cost, 
and utilization data collected from all 
ASCs are validated by random on-site 
audits of a representative sample of 
facilities. We have found this method of 
data collection to be cost effective at 
both the national and provider level and 
minimally disruptive to the industry. The 
increase in the number of Medicare- 
certified ASCs from slightly fewer than 
500 in 1986 to more than 1400 in 1992 
suggests that our current data collection 
procedures are not a significant 
impediment to Medicare participation 
by ASCs. 

HCFA is currently sponsoring 
research to obtain facility cost data (that 
is. excluding physician professional 
service costs) on a sample of about 400 
frequently found procedures in hospital 
outpatient departments, ambulatory 
surgical centers, and physicians' offices. 
The research, due to HCFA in 1993, will 
demonstrate a methodology for 
collecting and anylyzing these data and 
enable us to explore the reasons for 
differences in costs between types of 
outpatient sites. After the report is 
delivered, HCFA will be able to 
determine whether or not the data 
collection should be performed 
periodically. 

N, Beneficiary Liability 
(Recommendation 16) 

Recommendation: Beneficiary Fart B 
coinsurance for hospital outpatient 
services that are paid for prospectively 
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should be limited to 20 percent of the 
payment amount allowed by Medicare. 

Response: We recognize ProPACs 
concern. We have been reviewing this 
issue in the context of our development 
of a comprehensive prospective 
payment system for all hospital 
outpatient services. We are working to 
develop an approach that will be fair to 
beneficiaries, while minimizing the 
negative financial impact on the 
Medicare program. 

O. Quality of Care in Outpatient 
Settings (Recommendation 17) 

Recommendation: ProPAC is 
concerned about the lack of Federal 
quality oversight in many ambulatory 
care settings. As more services are 
furnished in outpatient settings, ProPAC 
believes the Secretary should enhance 
existing methods and develop new ones 
to assess and monitor the quality of care 
provided to beneficiaries in these 
settings. 

Response: We agree with ProPACs 
recommendation regarding the need for 
better assessment and monitoring of the 
quality of care provided to beneficiaries 
in ambulatory care settings. We have 
two projects underway that we expect 
will give us the necessary information to 
review patient care provided in 
physician offices and other ambulatory 
settings. In both cases, PROs have 
joined with academic medical experts to 
develop this information, and in ^th 
cases the approach is educational rather 
than regulatory. 

In response to a Request for Proposal 
issued in 1989. the Wisconsin Peer 
Review Organization was awarded a 
contract to review care in physician 
offices. Data are being abstracted for 
records from 10 medical conditions 
commonly found in the Medicare 
population. Evaluation of risk-adjusted 
outcomes for these conditions will 
provide clues as to which patterns of 
interventions are likely to affect patient 
outcomes significantly. 

The second project was awarded in 
1990 to the Delmarva Foundation for 
Medical Care (the PRO for Maryland). 
Under this 3-year project, primary care 
physicians will be compared to their 
peers on the adequacy of record 
documentation and the performance of 
routine clinical functions such as testing, 
prescribing and monitoring drugs, 
procedures and diagnoses. 

Doth of these projects will emphasize 
providing physicians with data 
regarding their performance. We believe 
that the results obtcuned from these two 
projects will help us to implement an 
effective system of ambulatory care 
review. 


In addition, sectioD 4205(c) of Pub. L 
101-508 sets forth a number of 
requirements to enhance PRO/carrier 
coordination. In February 1991. all PROs 
were directed to exchange with carriers 
all medical poHcies and review 
guidelines, inchidine screens and 
criteria, for new tecMologies and 
invasive procedures. In August 1991, five 
PROs and carriers (Connecticut, 
Maryland. North Carolina. Texas, and 
Wisconsin) began a pilot project for 
further exchange of i^onnation, 
including lists of physicians, to examine 
any commonahty in their medical 
review activities. This pilot project 
should also prove benefida) in 
examining physicians who treat patients 
primarily on an outpatient basis. 

Furthermore. HCFA has created a 
Fourth Scope of Work Workgroup to 
examine and develop a revised scope of 
work for the PROs as we b^n 
implementing the HCQII to focus on 
evaluating quahty of care in terms of the 
outcomes of care. (See the detailed 
discussion of HCQII above, in section 
Vlll.I of this preamble.) We will 
continue to pursue pilot projects among 
the PROs to field test methods of 
performing review in ambulatory care 
settings. The results of these field tests 
will be used to design and implement a 
natioifal program of review of 
ambulatory care. 

P, Payment for Hospital'Provided 
Outpatient ASC-Approved Surgery 
(Recommendation 18) 

Recommendation: ProPAC believes 
that payments for ambulatory surgery, 
performed in the hospital outpatient 
setting should be fully prospective based 
on national rates adjusted for area wage 
differences. The payment rates should 
be established using average hospital 
costs and freestanding ASC payments. 
These rates should be computed in a 
budget neutral fashion, that is. aggregate 
spending should neither increase or 
decrease. National rates should be 
based on the classification system used 
to determine payments to free-standing 
ASCs. However. ProPAC believes this 
classification system should be revised, 
as noted in Recommendation 19. The 
rates should be updated annually using 
an appropriate u^ate factor. 

Response: We agree with ProPAC that 
payment for ambulatory surgery 
performed in the hospital outpatient 
setting should be fully prospective. As 
noted in Recommendation 13 above, we 
are in the process of developing a 
comprehensive prospective payment 
system for all hospital outpatient 
services. However, additional research 
and evaluation are needed before such a 
comprehensive prospective payment 


system can be implemented. Therefore, 
we anticipate that we will first propose 
a limited transitional prospective 
payment system for hospital outpatient 
services. Wc are currently evaluating a 
number of approaches for Implementing 
this transitional system, among them 
proposals that, as ProPAC recommends, 
would use ASC data to help establish 
payment rates for hospital outpatient 
surgical services. 

Q. Revision of the Classification System 
Used to Group Ambulatory Surgery 
Cases (Recommendation 19) 

Recommendation: The Secretary 
should revise the classification system 
used to group ambulatory surgery cases 
for payment. Cases treated In both 
hospitals and freestanding ambulatory 
surgical centers (ASCs) should be used 
to establish the payment groups. 

Response: In compliance with section 
1833(i)(2)(A) of the Act. the current ASC 
payment classification system groups 
M^icare covered Physicians’ Current 
Procedural Terminology (CPT) codes so 
as to assure that the standard overhead 
payment amount established for the 
procedures in each group takes into 
account the costa incurred by ASCs 
generally in providing services furnished 
in connection with the performance of 
those procedures. 

Absent a complete revision of those 
sections of the Act that provide for the 
ASC benefit under Medicare. Part B, 
combining hospital data with free¬ 
standing ASC data to establish a 
classification system for payments to 
ASCs would not be in compliance with 
the law. 

/?. Payment for Hospital-Provided 
Outpatient Radiology Services 
(Recommendation 20) 

Recommendation: ProPAC believes 
that payments for radiology services 
provided in the hospital outpatient 
setting should be fully prospective based 
on national rates adjusted for area wage 
difierences. The payment rates should 
be established using average hospital 
costs and the technical component of 
the Medicare fee schedule for 
physicians. These rates should be 
computed in a budget neutral fashion; 
that is. aggregate spending should 
neither increase nor decrease. The 
national rates should be updated 
annually using an appropriate update 
factor. 

Response: We agree with ProPAC that 
payment for radiology services 
performed in the hospital outpatient 
setting should be fully prospective. 
Again, we are in the process of 
developing a comprehensive prospective 
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payment system for all hospital 
outpatient services. As noted above, we 
anticipate that we will first propose a 
transitional system and we are in the 
process of evaluating a number of 
approaches for implementing such a 
system. For radiology services, we will 
evaluate, among other approaches, using 
the blend recommended by ProPAC. 

S. Payment Adjustments for Hospital- 
Provided, ASC-Approved Surgery and 
Radiology Services (Recommendation 
21 ) 

Recommendation: ProPAC believes 
that national prospective payment rates 
for ASC-approved ambulatory surgery 
and radiology services should be 
adjusted to reflect differences in labor 
costs. This adjustment should take into 
account the appropriate labor share and 
occupational mix of ASC-approved 
surgery and radiology services in the 
hospital outpatient setting. The 
Secretary should conduct additional 
research to determine whether other 
adjustments are warranted. 

Response: We currently do not have 
access to the necessary data to 
implement this recommendation. For 
example, hospitals would have to 
maintain records that would provide a 
breakdown of salaries and personnel 
hours attributable to inpatient and 
outpatient services. We are concerned 
that any future requirement for 
collecting the necessary data might 
place an undue administrative burden 
on hospitals. However, we encourage 
comments from hospitals with respect to 
how burdensome it would be to 
maintain such detail. 

We would welcome comments from 
hospitals on this recommendation, 
particularly with regard to the scope and 
effects of the additional collection that 
would be required to carry out this 
recommendation. 

T. Nursing Facility Wage Index 
(Recommendation 22) 

Recommendation: The Secretary 
should collect data on employee 
compensation and paid hours of 
employment for nursing facilities that 
care for Medicare SNF patients. Once 
these data become available, the 
Secretary should develop a nursing 
facility wage index and use it to adjust 
Medicare SNF payments. 

Response: ProPAC simulated a 
nursing facility wage index with limited 
data and found significant differences 
from the hospital wage index. However. 
ProPAC indicates that these differences 
could be due to differences in State 
regulations that affect nursing homes. 
The differences in State regulations 
should be minimized drastically with the 


implementation of the nursing home 
reform provisions of the Omnibus 
Budget Reconciliation Act of 1987 (Pub. 

L. 100-203), effective October 1.1990, 
which made the certification 
requirements for SNFs virtually identical 
for. both Medicare and Medicaid. 

ProPAC states that another potential 
reason for the failure of the hospital 
wage index to reflect adequately the 
variation in SNF wages is the skill-mix 
differences between hospital and 
nursing facility personnel. We agree that 
there may be a skill-mix difference 
between hospitals and skilled nursing 
facilities. We do not know whether the 
differences in the skill mix would result 
in a different wage index. 

ProPAC also notes that the current 
system contributes to inequitable 
Medicare SNF payments across regions. 
For example, almost half of the facilities 
in New England and almost a third of 
those in the Mid-Atlantic region receive 
less than 85 percent of their costs. This 
compares with an average of only 15 
percent of the facilities in other regions. 
We believe, however, that factors other 
than the current wage index are 
responsible for the higher than average 
costs being reported for the facilities in 
New England and the Mid-Atlantic 
States. Among these factors are the 
nursing shortage and the fact that some 
of those States pay for SNF services 
under Medicaid using a prospective 
case-mix system, which encourages 
facilities to admit higher cost, resource- 
intensive patients. 

Furthermore, based on our experience 
with similar attempts to mandate the 
establishment of a home health agency 
(HHA) based wage index for 
determining HHA cost limits, we believe 
it advisable to continue using the 
hospital wage index for SNFs until the 
SNF payment system is totally revised 
through legislation. 

U. Nursing Facility Case-Mix 
Adjustment (Recommendation 23) 

Recommendation: ProPAC believes 
that the payment system should 
recognize differences in the costs of care 
for different types of patients. Therefore, 
it supports the Secretary’s efforts to 
develop and implement a case-mix 
adjustment to Medicare SNF payments 
under the Multistate Nursing Home Case 
Mix and Quality Demonstration. If the 
case-mix adjustment developed under 
the demonstration proves to be 
appropriate, it should be implemented. 

Response: As ProPAC indicates, the 
Secretary will conduct a demonstration 
to implement a case-mix adjustment to 
Medicare SNF payments. The 


demonstration is scheduled to begin in 
July 1993, and we will consider its 
findings. 

IX. Other Required Information 

A. Paperwork Reduction Act 

Sections 412.230 and 412.273 contain 
information collection requirements that 
are subject to Office of Management 
and Budget (0MB) review under the 
Paperwork Reduction Act. Section 
412.230 has been approved by 0MB 
through October 1993 under 0MB 
control number 0938-0573. Section 
412.273 contains a new requirement 
whereby a hospital may request the 
Administrator ta review a denial. 

Burden associated with this collection of 
information is estimated to be 1 hour per 
respondent. A notice will be published 
in the Federal Register when approval is 
obtained. Organizations and individuals 
desiring to submit comments regarding 
the burden estimate or any other aspect 
of this collection information, including 
suggestions for reducing this burden, 
may submit them to the Office of 
Information and Regulatory Affairs. 
Office of Management and Budget. 
Washington, DC 20503. 

B. Requests for Data from the Public 

In order to respond promptly to public 
requests for data related to the 
prospective payment system, we have 
set up a process under which 
commenters can gain access to the raw 
data on an expedited basis. Generally, 
the data are available in computer tape 
format; however, some files are 
available on diskette. Data sets are 
listed below with the cost of each. 
Anyone wishing to purchase data tapes 
should submit a written request along 
with a certified check or money order 
(payable to HCFA) to cover the cost of 
the tapes or diskettes to the following 
address: HCFA Office of Statistics and 
Data Management. Bureau of Data 
Management and Strategy. Room 3-A- 
12 Security Office Park Building, 8325 
Security Boulevard, Baltimore, MD 
21207. 

1. Expanded Modified MEDPAR File 

The file contains records for 100 
percent of Medicare beneficiaries using 
hospital inpatient services. The file is 
stripped of most data elements that 
would identify beneficiaries. The 
hospitals are identified. The file is 
available to persons qualifying under 
the terms of the Notice of I^oposed New 
Routine Use for an Existing System of 
Records published in the Federal 
Register on December 24.1984 (49 FR 
49941), which was amended by the July 
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2.1985 Notice of Proposed New Routine 
Use for an Focisting System of Records 
(50 FR 27361). Under the requirements of 
these notices, a data release agreement 
must be signed by the purchaser before 
release of these data. 

Expanded Modified MEDPAR—Hospital 
Inpatient Periods Available: FY 1988 
through FY 1991 
Price: $3,150.00 per fiscal year 

2. HCFA Hospital Wage Index Survey 

This tape contains three files. 

Included are the hospital hours and 
salaries for 1988 used to create the wage 
indexes used in the Medicare Hospital 
Prospective Payment System (PPS) as 
well 88 all wage indexes used since 
October 1.1983. It also contains a list of 
State and county codes used by SSA 
and FIPS (Federal Information 
Processing Standards), county name, 
and Metropolitan Statistical Area 
(MSA), since October 1.1983. 

Periods Available: FY 1993 PPS Update 
File Cost: $460.00 

3. H180 Extract. Cost Reporting Periods 
Ending January 1.1982 through 
September 29.1983 

The H180 Extract contains cost, 
statistical, financial, and other 
information from the Medicare Hospital 
Cost Report (HCFA Form 2552-«). The 
data set includes as submitted, final 
settled and reopened cost reports as 
they were received from the Medicare 
Fiscal Intermediary. There is a single 
record for each Medicare Cost Report 
submitted for a Medicare Certified 
Hospital by the Medicare Fiscal 
Intermediary. This file is no longer 
updated. 

Price: $660.00 

4. TEFRA Minimum Data Set. Cost 
Reporting Periods Beginning On or After 
October 1.1982 and Before October 1, 
1983 

The TEFRA Minimum Data Set 
contains cost, statistical, financial, and 
other information from the Medicare 
Hospital Cost Report (HCFA Form 2552- 
83) for the Hospital Fiscal Periods 
beginning on or after October 1.1982 
and before October 1.1983. This dataset 
includes capital>related cost (hxed/ 
moveable] information used in the early 
analyses of prospective capital payment. 
The majority of these cost reports have 
been settled by the Medicare Fiscal 
Intermediary. This file is no longer 
updated. 

Price: $86a0O 


5. PPS-1 Minimum Data Set. Cost 
Reporting Periods Beginning On or After 
October 1.1983 and Before October 1. 

1984 

The PPS-I Minimum Data Set contains 
cost, statistical, financial, and other 
information from the Medicare hospital 
cost report (HCFA Form 2552-84). The 
dataset includes only the most current 
cost report (as submitted, final settled or 
reopened) submitted for a Medicare 
Certified Hospital by the Medicare 
Fiscal Intermediary to HCFA. The 
majority of these cost reports have been 
settled by the Medicare Fiscal 
Intermediary. This file is no longer 
updated. 

Price: $660.00 

6. PPS-U Minimum Data Set. Cost 
Reporting Perioda Beginning On or After 
October 1.1984 and ^fore October 1. 

1985 

The PPS-Il Minimum Data Set 
contains cost, statistical, financial, and 
other information from the Medicare 
hospital cost report (HCFA Form 2552- 
85). The dataset includes only the most 
current cost report (as submitted, final 
settled or reopened) submitted for a 
Medicare Certified Hospital by the 
Medicare Fiscal Intermediary to HCFA. 
This dataset is updated by the end of 
each calendar quarter and is available 
on the last day of the following month. 
Price: $660.00 

7. PPS-ni Minimum Data Set. Cost 
Reporting Periods beginning on or after 
October 1.1985 and before October 1, 

1986 

The PPS-111 Minimum Data Set 
contains cost, statistical, financial, and 
other information from the Medicare 
hospital coat report (HCFA Form 2552- 
85). The dataset includes only the most 
current cost report (as submitted, final 
settled or reopened) submitted for a 
Medicare Certified Hospital by the 
Medicare Fiscal intermediary to HCFA. 
This dataset is updated by the end of 
each calendar quarter and is available 
on the last day of the following month. 
Price: $660.00 

8. PPS-IV Minimum Data Set. Cost 
Reporting Periods Beginning On or After 
October 1.1986 and Before October 1, 

1987 

The PPS-IV Minimum Data Set, 
contains cost, statistical. Bnancial, and 
other information from the Medicare 
hospital cost report (HCFA Form 2552- 
85). The dataset includes only the most 
current cost report (as submitted, final 
settled or reopened) submitted for a 
Medicare Fiscal intermediary to HCFA. 
This dataset is updated by the end of 


each calendar quarter and is available 
on the last day of the following month. 

Price: $660.00 

9. PPS-V Minimum Data Set. Cost 
Reporting Periods Beginning On or After 
October 1,1987 and Rsfore October 1, 

1988 

The PPS-V Minimum Data Set. 
contains cost, statistical, financial, and 
other infonnation from the Medicare 
hospital cost report (HCFA Form 2552- 
85). The dataset includes only the most 
current cost report (as submitted, final 
settled or reopened) submitted for a 
Medicare Fiscal Intermediary to HCFA 
This dataset is updated by the end of 
each calendar quarter and is available 
on the last day of the following month. 
Price: $660.00 

10. PPS-VI Minimum Data Set 

The PPS-VI Minimum Data Set 
contains post statistical. Hnancial. and 
other information from the Medicare 
Hospital Cost Report (Form HCFA 2552- 
85) for the Hospital Fiscal Periods 
beginning on or after October 1,1968 
and before January 1,1989 and (Form 
HCFA 2552-89) for the Hospital Fiscal 
Periods beginning on or after January 1. 

1989 and before October 1.1989. The 
dataset includes only the most current 
cost report (as submitted, Bnal settled or 
reopened) submitted for a Medicare 
Certified Hospital by the Medicare 
Fiscal Intermediary to HCFA. This 
dataset is updated by the end of each 
calendar quarter and Is available on the 
last day of the following month. 

Price: $660.00 

11. PPS-Vn Minimum Data Set 

The PPS-VU Minimum Data Set 
contains cost, statistical, financial and 
other infonnation from the Medicare 
Hospital Cost Report (Form HCFA 2552- 
85) for the Hospital Fiscal Periods 
beginning on or after October 1.1989 
and before January 1.1990) and (Form 
HCFA 2552-89) for the Hospital Fiscal 
Periods beginning on or after January 1. 

1990 and before October 1.1990. The 
data set includes only the most current 
cost report (as submitted^ final settled or 
reopened) submitted for a Medicare 
Certified Hospital by the Medicare 
Fiscal Intermediary to HCFA This data 
set is updated by the end of each 
calendar quarter and is available on the 
last day of the following month. 

Price: $66a00 

12. PPS-VI Capital Data Set 

The PPS-VI Capital Data Set contains 
selected data for capitahrelated costs, 
interest expense and related infonnation 
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and complete balance sheet data from 
the Medicare Hospital Cost Report 
(Form 2552-85) for the Hospital Fiscal 
Periods beginning on or after October 1. 

1988 and before January 1,1989 and 
(Form 2552-89) for the Hospital Fiscal 
Periods beginning on or after January 1, 

1989 and before October 1,1989. The 
data set includes only the most current 
cost report (as submitted, final settled or 
reopened) submitted for a Medicare 
Certified Hospital by the Medicare 
Fiscal Intermediary to HCFA. This data 
set is updated at the close of each 
calendar quarter and is available on the 
last day of the following month. 

Price: $660.00 

13. PPS-Vn Capital Data Set 

The PPS-VU Capital Data Set 
contains selected data for capital 
related costs, interest expense and 
related information and complete 
balance sheet data from the Medicare 
Hospital Cost Report (Form 2552-85) for 
the Hospital Fiscal Periods beginning on 
or after October 1,1989 and before 
October 1.1990. The data set includes 
only the most current cost report (as 
submitted, final settled or reopened) 
submitted for a Medicare Certified 
Hospital by the Medicare Fiscal 
Intermediary to HCFA. This data set is 
updated at the close of each calendar 
quarter and is available on the last day 
of the following month. 

Price: $660.00 

14. Provider-Specific File 

T his f ile is a component of the 
PRICER program u^ in an 
intermediary’s system to compute 
individual DRG payments. The file 
contains records for all prospective 
payment system eligible hospitals, 
including hospitals in waiver States, and 
data elements used in the prospective 
payment system recalibration process 
and related activities. Beginning with 
December 1988, the individual records 
were enlarged to include pass-through 
per diems and other elements. Beginning 
with December 1991, the individual 
records were enlarged to include 
elements related to the capital 
prospective payment system. 

Periods Available: December 1987,1988, 

1989,1990, and 1991 updates 
Price: $460.00 

15. HCFA Medicare Case-Mix Index File 
(3V4** Diskette) 

This file contains the hospital 
provider number and the Medicare case- 
mix index as published in each year's 
update of the Medicare Hospital 
Prospective Payment System. The case- 
mix index is a measure of the costliness 


of cases treated by a hospital relative to 
the cost of the national average of all 
Medicare hospital cases, using DRG 
weights as a measure of relative 
costliness of cases. 

Periods Available: FY1985 through FY 

1991 

Price: $130.00 

10. Table 5 DRG (3V4” Diskette) 

This file contains a listing of DRGs, 
DRG narrative description, relative 
weight, geometric mean, length of stay, 
and day outlier trim points as published 
in the Federal Register. 

Periods Available: FY 1993 PPS Update 
Price; $130.00 

17. AOR/BOR File (SV^** Diskette) 

This diskette contains data used to 
develop the DRG relative weights. It 
contains mean, maximum, minimum, 
standard deviation and coefficient of 
variation statistics by DRG for length of 
stay and standardize charges. The BOR 
tables are "Before Outliers Removed" 
and the AOR ia "After Outliers 
Removed." (This refers to statistical 
outliers, not payment outliers.) 

Periods Available: FY 1993 PPS Update 
Price: $130.00 

For further information concerning 
these data tapes, contact Mary R. 

White at (410) 597-3671. 

In addition, certain other data, such as 
area wage data and data used to 
construct the Puerto Rico standardized 
amounts, are available in bard copy 
format. Commenters interested in 
examining hard copy data should 
contact Lana Price at (410) 966-4535. 

We realize that commenters may be 
interested in obtaining data other than 
those we have discussed above. These 
commenters should direct their requests 
to Lana Price at the number provided 
above. 

Finally, in lieu of obtaining data 
through the mail, certain data may also 
be available for inspection at the central 
office of the Health Care Financing 
Administration in Baltimore, Maryland. 
Commenters interested in obtaining 
more information about this alternative 
for reviewing data should also contact 
Lana Price. 

C. Public Comments 

Because of the large number of items 
of correspondence we normally receive 
on a proposed rule, we are not able to 
acknowledge or respond to them 
individually. However, in preparing the 
final rule, we will consider all comments 
concerning the provisions of this 
proposed rule that we receive by the 
date and time specified in the "Dates" 
section of this preamble and respond to 


those comments in the preamble to that 
rule. We emphasize that, given the 
statutory requirement under section 
1886(e)(5] of the Act that our final rule 
for FY 1993 be published by September 
1,1992, we will consider only those 
comments that deal specifically with the 
matters discussed in this proposed rule. 

List of Subjects 

42 CFR Part 412 

Administrative practice and 
procedure. Health facilities. Medicare. 
Puerto Rico, Reporting and 
recordkeeping requirements. 

42 CFR Part 413 

Health facilities. Kidney diseases. 
Medicare, Puerto Rico, Reporting and 
recordkeeping requirements. 

42 CFR chapter IV is amended as 
follows: 

CHAPTER IV—HEALTH CARE FINANCING 
AOMINISTRATIOH, DEPARTMENT OF 
HEALTH AND HUMAN SERVICES 

SUBCHAPTER B—MEDICARE PROGRAMS 

PART 412—PROSPECTIVE PAYMENT 
SYSTEMS FOR INPATIENT HOSPITAL 
SERVICES 

I. Part 412 is amended as follows: 

A. The authority citation for part 412 
continues to read as follows: 

Authority: Sections 1102,1815(e), 1871, and 
1806 of the Social Security Act (42 U.S.C 
1302,1395g(e), 1395hh. and 1395ww). 

Subpart A—General Provislona 

B. Subpart A is amended as follows: 

1. Section 412.1 is revised to read as 

follows: 

S 412.1 Scope of part 

(a) Purpose. This part implements 
sections 1886(d] and (g) of the Act by 
establishing a prospective payment 
system for the operating costa of 
inpatient hospital services furnished to 
Medicare beneficiaries in cost reporting 
periods beginning on or after October 1, 
1983 and a prospective payment system 
for the capital-related costs of inpatient 
hospital services furnished to Medicare 
beneficiaries in cost reporting periods 
beginning on or after October 1,1991. 
Under these prospective payment 
systems, payment for the operating and 
capital-related costs of inpatient 
hospital services furnished by hospitals 
subject to the systems (generally, short¬ 
term, acute-care hospit^s) is made on 
the basis of prospectively determined 
rates and applied on a per discharge 
basis. Payment for other costs related to 
inpatient hospital services, organ 
acquisition costs incurred by hospitals 
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with approved organ transplantation 
centers, and direct costs of medical 
education) is made on a reasonable cost 
basis. Additional payments are made for 
outlier cases, bad debts, indirect 
medical education costs, and for serving 
a disproportionate share of low-income 
patients. Under either prospective 
payment system, a hospital may keep 
the difference between its prospective 
payment rate and its operating or 
capital-related costs incurred in 
furnishing inpatient services, and the 
hospital is at risk for inpatient operating 
or inpatient capital-related costs that 
exceed its payment rate. 

(b) Summary of content. This subpart 
describes the basis of payment for 
inpatient hospital services under the 
prospective payment systems, and sets 
forth the general basis of these systems. 
Subpart B of this part sets forth the 
classifications of hospitals that are 
included in and excluded from the 
prospective payment systems, and sets 
forth requirements governing the 
inclusion or exclusion of hospitals in the 
systems as a result of changes in their 
classification. Subpart C of this part sets 
forth certain conditions that must be met 
for a hospital to receive payment under 
the prospective payment systems. 
Subpart D of this part sets forth the 
basic methodology by which prospective 
payment rates for inpatient operating 
costs are determined. Subpart E of this 
part describes the transition rate-setting 
methods that are used to determine 
transition payment rates for inpatient 
operating costs during the first four 
years of the prospective payment 
system. Subpart F of this part sets forth 
the methodology for determining 
additional payments for outlier cases. 
Subpart G of this part sets forth rules for 
special treatment of certain facilities 
pnder the prospective payment system 
for inpatient operating costs. Subpart H 
of this part describes the types, 
amounts, and methods of payment to 
hospitals under the prospective payment 
system for inpatient operating costs. 
Subpart K of this part describes how the 
prospective payment system for 
inpatient operating costs is implemented 
for hospitals located in Puerto Rico. 
Subpart L of this part sets forth the 
procedures and criteria concerning 
application from hospitals to the 
Medicare Geographic Classification 
Review Board for geographic 
redesignation. Subpart M of this part 
describes how the prospective payment 
system for inpatient capital-related 
costs is implemented effective with cost 
reporting periods beginning on or after 
October 1,1991. 

2. Section 4122 is amended as follows: 


a. Paragraphs (a), (b)(1). and the 
introductory text of paragraph (b)(2) are 
revised; 

b. Paragraphs (d) and (e) are 
redesignated as paragraphs (e) and (f). 
and a new paragraph (dj is added: 

c. The introductory text of newly 
redesignated paragraph (e) and newly 
redesignated paragraphs (e)(1) and (e)(2) 
are revised; 

d. The introductory text of newly 
redesignated paragraph (f) and newly 
redesignated paragraphs (f)(2). (f)(3), 
and (f)(0) are revised; 

e. Newly redesignated paragraph (f)(7) 
is redesignated as paragraph (f)(6). and 

a new paragraph (f)(7) is added. 

§ 412.2 Basts of payment 

(a) Payment on a per discharge basis. 
Under both the inpatient operating and 
inpatient capital-related prospective 
payment systems, hospitals are paid a 
predetermined amount per discharge for 
inpatient hospital services furnished to 
Medicare beneficiaries. The prospective 
payment rate for each discharge (as 
defined in § 412.4) is determined 
according to the methodology described 
in subpart D, E, or G of this part, as 
appropriate, for operating costs, and 
according to the methodology described 
in subpart M of this part for capital- 
related costs. An additional payment is 
made for both inpatient operating and 
inpatient capital-related costs, in 
accordance with subpart F of this part, 
for cases that have an atypically long 
length of stay or are extraordinarily 
costly to treat. 

(b) Payment in full, (1) The 
prospective payment amount paid for 
inpatient hospital services is the total 
Medicare payment for the inpatient 
operating costs (as described in 
paragraph (c) of this section) and the 
inpatient capital-related costs (as 
described in paragraph (d) of this 
section) incurred in furnishing services 
covered by the Medicare program. 

(2) The full prospective payment 
amount, as determined under subpart D. 
E, or G and under subpart M of this part, 
is made for each stay during which there 
is at least one Medicare payable day of 
care. Payable days of care, for purposes 
of this paragraph (b)(2) of this section 
include the following: 

« * * * • 

(d) Inpatient capital-related costs. For 
cost reporting periods beginning on or 
after October 1.1991, the capital 
pipspective payment system provides a 
payment amount for inpatient hospital 
capital-related costs as described in part 
413, subpart G of this chapter. 

(e) Excluded costs. The following 
inpatient hospital costs are excluded 


from the prospective payment amounts 
and are paid on a reasonable cost basis; 

(1) Capital-related costs for cost 
reporting periods beginning before 
October 1,1991, and an allowance for 
return on equity, as described in 

§S 413.130 and 413.157, respectively, of 
this chapter. 

(2) Direct medical education costs for 
approved nursing and allied health 
education programs as described in 

§ 413.65 of this chapter. 

• • * • • 

(f) Additional payments to hospitals. 
In addition to payments based on the 
prospective payment rates for inpatient 
operating costs and inpatient capital- 
related costs, hospitals receive 
payments for the following: 
***** 

(2) The indirect costs of graduate 
medical education, as specified in 
subparts F and G of this part and in 

§ 412.105 for inpatient operating costs 
and in § 412.322 for inpatient capital- 
related costs. 

(3) Costs excluded from the 
prospective payment rates under 
paragraph (e) of this section, as 
provided in { 412.115. 

***** 

(6) Serving a disproportionate share of 
low-income patients, as provided in 

S 412.106 for inpatient operating costs 
and § 412.320 for inpatient capital- 
related costs. 

(7) The direct graduate medical 
education costs for approved residency 
programs in medicine, osteopathy, 
dentistry, and podiatry as described in 
§ 413.66 of this chapter. 
***** 

§ 412.4 [Amended] 

3. In § 412.4, the term “prospective 
payment system" is revised to read 
"prospective payment systems" 
wherever it appears; and in paragraph 
(d)(1). the term "prospective payment 
rate" is changed to read "prospective 
payment rates", and the phrase 
"subparts D and E" is revised to read 
"subparts D. B, and M" wherever it 
appears. 

4. Section 412.6 is revised to read as 
follows: 

§ 412.6* Cost reporting periods subject to 
the prospective payment systems. 

(a) Initial cost reporting period for 
each prospective payment system. (1) 
Each subject hospital is paid under the 
prospective payment system for 
operating costs for inpatient hospital 
services effective with the hospital’s 
first cost reporting period beginning on 
or after October 1,1963 and for inpatient 
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capital-related coats effective with the 
hospitars first cost reporting period 
beginning on or after October 1.1991. 

(2) The hospital is paid the applicable 
prospective payment rate for inpatient 
operating costs and capital-related costs 
for each discharge occurring on or after 
the first day of its first cost reporting 
period subject to the applicable 
prospective payment system. 

(3) If a discharged beneficiary was 
admitted to the hospital before the Brst 
day of the hospital's first cost reporting 
period subject to the prospective 
payment system for inpatient operating 
costs, the reasonable costs of services 
funished before that day are paid under 
the cost reimbursement provisions of 
part 413 of this chapter. For such 
discharges, the amount otherwise 
payable under the applicable 
prospective payment rate is reduced by 
the amount paid on a reasonable cost 
basis for inpatient hospital services 
furnished to that beneficiary during the 
hospital stay. If the amount paid under 
reasonable cost exceeds the inpatient 
operating prospective payment amount, 
the reduction is limited to the inpatient 
operating prospective payment amount. 

(b) Changes in cost reporting periods. 
HCFA recognizes a change in a 
hospital's cost reporting period made 
after November 30.1982 only if the 
change has been requested in writing by 
the hospital and approved by the 
intermediary in accordance with 
§ 413.24(^3) of this chapter. 

5. Section 412.8 is revised to read as 
follows: 

§ 412.6 PubUcatJon of schadules for 
determining prospactiva paymant rataa. 

(a) Initial prospective payment 
rates —(1) For inpatient operating costs. 
Initial prospective payment rates for 
inpatient operating costs (for the period 
October 1.1983 though September 30, 
1984) were determined in accordance 
with documents published in the Federal 
Register on September 1.1983 (48 FR 
39838), and January 3.1984 (49 FR 324). 

(2) For inpatient copitahrelated costs. 
Initial prospective payment rates for 
inpatient capital-related costs (for the 
period October 1.1991 through 
September 30,1992) were determined in 
accordance with the final rule published 
in the Federal Register on August 30, 

1991 (56 FR 43196). 

(b) Annual publication of schedule for 
determining prospective payment rates. 
(1) for cost reporting periods beginning 
after September 30,1984. HCFA 
publishes an annual document setting 
forth the methodology and data used, 
including the percentage increase factor, 
to determine prospective payment rates 
for inpatient operating costs and (for 


cost reporting periods beginning after 
September 30,1991) for inpatient 
capital-related costs applicable to 
discharges occurring during the Federal 
fiscal year beginning on or after October 
1 of that year. 

(2) HCFA proposes changes in the 
methods, amounts, and factors used to 
determine inpatient prospective 
pa>inent rates in a Federal Register 
document published for public comment 
not later than the May 1 before the 
beginning of the Federal fiscal year in 
which the proposed changes would 
apply. 

(3) HCFA publishes a Federal Register 
document setting forth final methods, 
amounts, and factors for determining 
inpatient prospective payment rates not 
later than the September 1 before the 
Federal fiscal year in which the rates 
would apply. 

§412.10 [Amended] 

6. In 5 412.10(8), the phrase "DRG 
changes will be ^ective" is revised to 
read "DRG changes are effective". 

C. Subpart B is amended as follows: 

1. The heading of subpart B is revised 
to read as follows: 

Subpart B—Hospital Services Subject 
to and Excluded From trie Prospective 
Payment Systems for Inpatient 
Operating Costs and Inpatient Capital- 
Related Costs 

§412.20 (Amendedl 

2. In § 412.20, including the heading, 
the term "prospective payment system" 
is revised to read "prospective payment 
systems" wherever it appears. In 

§ 412.20(b)(1), remove the phrase ", and 
§ 41Z32 ** and add the word "and" 
before "§ 412.29.". 

3. In § 412.22, in paragraph (a), the 
phrase "A hospital will be exduded 
from the prospective pa3rment system" is 
revised to read "A hospital is excluded 
from the prospective payment systems"; 
in paragraph (b). the phrase "will be 
subj^t to the ceiling" is revised to read 
"are subject to the ceiling" and the 
phrase "and § 412.32" is removed; and a 
new paragraph (d) is added to read as 
follows: 

§ 412.22 Excluded hospitals and hospital 
units: General rules. 

• • * • • 

(d) Changes in hospitals' status. For 
purposes of exclusion from the 
prospective payment systems under this 
subpart, the status of each currently 
participating hospital (excluded or not 
exchickd) is determined at the beginning 
of each cost reporting period and is 
effective for the entire costs reporting 
period. Any changes in the status of the 


hospital are made only at the start of a 
cost reporting period. 

4. In § AMJzis the term "prospective 
payment system" is revised to read 
"prospective payment systems" 
wherever it appears; paragraph (b)(8) is 
revised; and paragraph (c) is removed 
and reserved to read as follows: 

§ 412J?3 Excluded hospifale: 
Ctassificatiofis. 


(8) A hospital that seeks exclusion as 
a rehabilitation hospital for the first full 
12-month cost reporting period that 
occurs after it becomes a Medicare 
participating hospital may provide a 
written certification that the inpatient 
population it intends to serve meets the 
requirements of paragraph (b)(2) of this 
section, instead of showing that it has 
treated such a population during its 
most recent 12-month cost reporting 
period. The written certification is also 
effective for any cost reporting period of 
not less than one month and not more 
than 13 months occurring between the 
date the hospital began participating in 
Medicare and the start of the hospital's 
regular 12-month cost reporting period. 

• « * • • 

5. In § 412.25, the term "prospective 
payment system" is revised to read 
"prospective payment systems" 
wherever it appears; the introductory 
text of paragraph (a) is revised; a new 
' paragraph (a)(13) is added; in paragraph 
(b), the phrase "will remain the same" is 
revised to read "remains the same"; and 
a new paragraph (c) is added to read as 
follows: 

§ 412.2S Excluded distinct part hospital 
units: Common requirements. 

(a) Basis for exclusion. In order to be 
excluded from the prospective payment 
systems, a distinct part psychiatric or 
rehabilitation unit must meet the 
following requirements: 

• • • * * 

(13) As of the first day of the first cost 
reporting period for which all other 
exclusion requirements are met, the unit 
is fully equipped and staffed and is 
capable of providing hospital inpatient 
psychiatric or rehabilitation care 
regardless of whether there are any 
inpatients in the unit on that date. 

• * • • * 

(c) Changes in the status of hospital 
units. For purposes of exclusion from the 
prospective payment systems under this 
section, the status of each hospital unit 
(excluded or not excluded) is 
determined at the beginning of each cost 
reporting period and is effective for the 
entire cost reporting period. Any 
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changes in the status of a unit are made 
only at the start of a cost reporting 
period. If a unit is added to a hospital 
after the start of a cost reporting period, 
it cannot be excluded from the 
prospective payment systems before the 
start of the hospital's next cost reporting 
period. 

§412.27 (Amended] 

6. In the introductory text of § 412.27, 
the term "prospective payment system" 
is revised to read "prospective payment 
systems". 

§412.29 (Amended] 

7. In the introductory text of § 412.29, 
the term "prospective payment system" 
is revised to read "prospective payment 
systems". 

8. In § 412.30, paragraph (a) is revised 
and. in paragraph (c), the term 
"prospective payment system" is 
revised to read "prospective payment 
systems" to read as follows: 

§ 412.30 Exclusion of now distinct part 
rehabilitation units and expansion of units 
already excluded. 

(a) New units, (1) A hospital that 
seeks exclusion of a new rehabilitation 
unit may provide a written certification 
that the inpatient population the 
hospital intends the unit to serve meets 
the requirements of § 412.23(b)(2) 
instead of showing that the unit has 
treated such a population during the 
hospital's most recent 12-month cost 
reporting period. 

(2) If a hospital that is currently 
participating in Medicare has not 
previously sought exclusion for any 
rehabilitation unit and has obtained 
approval for added bed capacity under 
State licensure and under its Medicare 
certification, it may identify the new 
beds as a new rehabilitation unit for the 
first full 12-month cost reporting period 
during which the beds are used to 
furnish inpatient care. A unit of a 
currently participating hospital that 
includes some beds that were previously 
licensed and certified and some new 
beds is recognized as a new 
rehabilitation unit only if more than one- 
half of the beds are new. 

(3) If a hospital that has not 
previously participated in the Medicare 
program seeks exclusion of a 
rehabilitation unit, it may designate 
certain beds as a new rehabilitation unit 
for the first full 12-month cost reporting 
period that occurs after it becomes a 
Medicare participating hospital. The 
written certification described in 
paragraph (a)(1) of this section also is 
effective for any cost reporting period of 
not less than 1 month and not more than 
13 months occurring between the date 


the hospital began participating in 
Medicare and the start of the hospital's 
regular 12-month cost reporting period. 

(4) For purposes of paragraph (a) of 
this section, a hospital that has 
undergone a change of ownership or 
leasing as defined in § 489.18 of this 
chapter is not considered to have 
participated previously in the Medicare 
program. 

* « * * • 

§412.32 (Removed] 

9. Section 412.32 is removed. 

D. Subpart C is amended as follows: 

1. The heading for subpart C is revised 
to read as follows: 

Subpart C-*Condition8 for Payment 
Under the Prospective Payment 
Systems for Inpatient Operating Costs 
and Inpatient Capital-Related Costs 

§412.40 (Amended] 

2. In § 412.40(a), the term "prospective 
payment system" is revised to read 
"prospective payment systems". 

§412.42 (Amended] 

3. In § 412.42, the term "prospective 
payment system" is revised to read 
"prospective payment systems" in 
paragraph (a) and in the introductory 
text of paragraph (b). 

§412.46 (Amended] 

4. In § 412.46, in paragraph (d)(l]. the 
phrase "The PRO will review" is revised 
to read "The PRO reviews"; in 
paragraph (e)(1). the phrase "the 
Medicare claim will be appropriately 
changed" is revised to read "the 
Medicare claim is appropriately 
changed"; and in paragraph (e)(2), the 
phrase "the PRO will change the coding 
and assign the appropriate DRG'* is 
revised to read "the PRO changes the 
coding and assigns the appropriate 
DRG’. 

§412.46 (Amended] 

5. In § 412.48(c), the term "prospective 
payment system" is revised to read 
"prospective payment systems". 

§412.50 (Amended] 

6. In § 412.50(a), the phrase "The 
applicable payments made under the 
prospective payment system, as 
described in subpart H" is revised to 
read "The applicable payments made 
under the prospective payment systems, 
as described in subparts H and M". 

§412.52 (Amended] 

7. In § 412.52, the term "prospective 
payment system" is revised to read 
"prospective payment systems". 

E. Subpart D is amended as follows: 


1. The heading for subpart D is revised 
to read as follows: 

Subpart D—Basic Methodology for 
Determining Prospective Payment 
Federal Rates for Inpatient Operating 
Costs 

§412.60 (Amended] 

2. In § 412.60, in paragraphs (a) and (c) 
introductory text, the phrase "HCFA 
will establish" is revised to read "HCFA 
establishes": in paragraph (b). the 
phrase "HCFA will assign" is revised to 
read "HCFA assigns"; in paragraph 
(c)(1). the phrase 'The classification of a 
particular discharge, will, as 
appropriate, be based," is revised to 
read "The classification of a particular 
discharge is based, as appropriate,"; in 
paragraphs (c)(2) and (c)(3). the phrase 
"will be" is revised to read "is"; and in 
paragraph (c)(3). the phrase "will 
provide" is revised to read "provides". 

3. In § 412.62. the section heading is 
revised; paragraph (a) is revised: in 
paragraph (b). the heading is revised, 
and the phrase "HCFA will determine" 
is revised to read "HCFA determines"; 
in paragraph (c) introductory text, the 
phrase "HCFA will update" is revised to 
read "HCFA updates"; in paragraph (d) 
introductory text, the phrase "HCFA 
will standardize" is revised to read 
"HCFA standardizes"; in paragraph (e) 
introductory text, the phrase "HCFA 
will compute" is revised to read "HCFA 
computes"; and the heading and the 
introductory text of paragraph (j) are 
revised to read as follows: 

§ 412.62 Federal rates for Inpatient 
operating costa for fiscal year 1984. 

(a) General rule. HCFA determines 
national adjusted DRG prospective 
payment rates for operating costs, for 
each inpatient hospital discharge in 
fiscal year 1984 involving inpatient 
hospital services of a hospital in the 
United States subject to the prospective 
payment system under Subpart B of this 
part, and determines regional adjusted 
DRG prospective payment rates for 
inpatient operating costs for such 
discharges in each region, for which 
payment may be made under Medicare 
Part A. Such rates are determined for 
hospitals located in urban or rural areas 
within the United States and within 
each such region, respectively, as 
described in paragraphs (b) through (k) 
of this section. 

(b) Determining allowable individual 
hospital inpatient operating costs. 

« • * * * 

(j) Computing Federal rates for 
inpatient operating costs for urban and 
rural hospitals in the United States and 
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in each region. For each discharge 
classifled within a DR& HCFA 
establishes a national prospective 
payment rate for inpatient operating 
costs and a regional prospective 
payment rate for inpatient operating 
costs for each region, as follows: 

• • • • « 

4. Section 412.63 is amended by 
revising the section heading, paragraph 
(a)(1), the introductory text of paragraph 
[oj and paragraph (p)(l); by revising in 
paragraph (a)(2) the phrase *'Each such 
rate will b^* to read "Each such rate is'*; 
by revising in paragraph (b)(2)(ii) the 
phrase "will receive the lower*^ to read 
"receives the lower**; and by revising in 
paragraph (n)(l) the phrase "HCFA will 
adjust*' to read "HCFA adjusts" to read 
as follows: 

§ 412.63 Federal rates for Inpatient 
operating costs for fiscal years after 
Federal fiscal year 1964. 

(a) General rule. (1) HCFA determines 
a national adjusted prospective payment 
rate for inpatient operating costs for 
each inpatient hospital discharge in a 
Federal fiscal year after fiscal year 1984 
involving inpatient hospital services of a 
hospital in the United States subject to 
the prospective payment system, and 
determines a regional adjusted 
prospective payment rate for operating 
costs for such discharges in each region, 
for which payment may be made under 
Medicare Part A. 

• • « • • 

(o) Computing Federal rates for 
inpatient operating costs for large urban, 
other urban, and rural hospitals. For 
each discharge classified within a DRG, 
HCFA establishes for the fiscal year a 
national prospective payment rate and a 
regional prospective payment rate for 
inpatient operating costs, for each 
region, as follows: 

• • • « • 

(p) Adjusting for different area wage 
levels. (1) HCFA adjusts the proportion 
(as estimated by HCFA from time to 
time) of Federal rates for inpatient 
operating costs computed under 
paragraph (j) of this section that are 
attributable to wages and labor-related 
costs for area differences in hospital 
wage levels by a factor (established by 
HCFA based on survey data) reflecting 
the relative level of hospital wages and 
wage-related costs in the geographic 
area (that is, urban or rural area as 
determined under the provisions of 
paragraph (b) of this section) of the 
hospital compared to the national 
average level of hospital wages and 
wage-related costs. 

* • • • « 

F. Subpart E is amended as follows: 


1. The heading for subpart E is revised 
to read as follows: 

Subpart E^Determinatlon of 
Transition Period Payment Rates for 
the Prospective Payment System for 
Inpatient Operating Costs 

2. Section 412.70 is revised to read as 
follows: 

S 412.70 General description. 

For discharges occurring on or after 
April 1.1988 and before October 1,1993, 
pa>mients to a hospital are based on the 
greater of the national average 
standardized amount or the sum of 85 
percent of the national average 
standardized amount and 15 percent of 
the average standardized amount for the 
region in which the hospital is located. 

3. Section 412.71 is amended by 
revising the section heading; by revising 
paragraph (c)(1) introductory text; by 
revising the phrase **will decide" to read 
"decides" in paragraph (c)(2); and by 
revising the phrase "will use" to read 
"uses" in paragraph (d) to read as 
follows: 

S 412.71 Determination of base-year 
inpatient operating costs. 

• • # • • 

(c) Hospitors request for adjustment 
of base-year inpatient operating costs. 

(1) Before the date it becomes subject to 
the prospective payment system for 
inpatient operating costs, a hospital may 
request the intermediary to further 
adjust its estimated base-period costs to 
take into account the following: 


§412.73 (Amended] 

4. In § 412.73, paragraph (d)(1) is 
amended by revising the phrase "HCFA 
will adjust" to read *'HCFA adjusts" and 
by revising the phrase "will be based on 
a factor'* to read "is based on a factor **; 
in paragraph (d)(2). by revising the 
phrase "HCFA will adjust" to read 
"HCFA adjusts'* and in paragraph (e) by 
revising the phrase "cost per discharge 
will be multiplied" to read "cost per 
discharge is multiplied**. 

§412.74 (Removed) 

5. Section 412.74 is removed. 

8. Section 412.75 is amended by 
revising the section heading; in 
paragraph (b), by revising the phrase 
"consdered to be a discharge" to read 
"considered to be a discharge" and by 
combining the concluding paragraph 
with paragraph (b); and in paragraph fe), 
by revising the phrase "cost per 
discharge will be multiplied" to read 
"cost per discharge is multiplied** to 
read as follows: 


§ 412.75 Determlnatlon of the hospital- 
specific rate for Inpatient operating costs 
based on a Federal fiscal year 1987 base 
period. 


§412.76 (Amended] 

6. Section 412.76 is amended by 
revising the phrase "costs will be 
adjusted" to read "costs are adjusted'* 
and by revising the phrase "HCTA will 
recover" to read **HCFA recovers". 

G. Subpart F is amended as follows: 

1. In S 412.80. the introductory text of 
paragraph (a)(l)(ii) is republished; 
paragraphs (a)(l)(ii) (A) and (c) are 
revised; and in paragraph (a)(2}, the 
phrase "HCFA will provide cost outlier 
payments" is revised to read "HCFA 
provides cost outlier payments" to read 
as follows: 

§ 412.80 General provlslona. 

{a) Basic rule. [1) * • • 

(ii) The beneffciary's length of slay 
does not exceed criteria established 
under paragraph (a)(l)(i) of this section, 
but the hospital's charges for covered 
services furnished to the beneficiary, 
adjusted to cost by applying a cost-to- 
charge ratio as descril^d in § 412.84(h), 
exceed the greater of the following: 

(A) A fixed dollar amount (adjusted 
for geographic variation in costs) as 
specified by HCFA. 

• • • • • 

(c) Relation to hospitals that wear 
indirect costs for graduate medical 
education programs and that serve a 
disproportionate share of low-income 
patients. The outlier payment amounts 
are included in total DRG revenue for 
purposes of determining payments for 
hospitals that incur indirect costs for 
graduate medical education programs 
under § 412.105 and to hospitals that 
serve a disproportionate share of low- 
income patients under §412.10a 

2. In § 412.82, paragraph (c) is revised; 
paragraph (d) is removed; and 
paragraph (e) is redesignated as 
paragraph (d) to read as follows: 

§ 412.62 Payment for extended lengtfi-of- 
stay cases (day outliers). 

• • • • • 

(c) Except as provided in § 412.86, the 
per diem payment made under 
paragraph (a) of this section is derived 
by taking 55 percent of the average per 
diem payment for the applicable DRG, 
as calculated by dividing the Federal 
prospective payment rate for inpatient 
operating costs and inpatient capital- 
related costs determined under Subpart 
D of this part by the arithmetic mean 
length-to-stay for that DRG. 


lir 
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9 412.84 [Amended] 

3. In 9 412.84(d), the phrase ''through 
this review will be denied” is revised to 
read "through this review are denied” 
and the phrase "these services will be 
recovered” is revised to read "these 
services are recovered”. 

H. Subpart G is amended as follows: 

I. The heading of subpart G is revised 
to read as follows: 

Subpart G—Special Treatment of 
Certain Facilities under the 
Prospective Payment System for 
Inpatient Operating Costs 

2. Section 412.90 is revised to read as 
follows: 

9 412.90 General rules. 

(a) Sole community hospitals. HCFA 
may adjust the prospective payment 
rates for inpatient operating costs 
determined under subpart D or E of this 
part if a hospital, by reason of factors 
such as isolated location, weather 
conditions, travel conditions, or absence 
of other hospitals, is the sole source of 
inpatient hospital services reasonably 
available in a geographic area to 
Medicare beneficiaries. If a hospital 
meets the criteria for such an exception 
under 9 412.92(a), its prospective 
payment rates for inpatient operating 
costs are determined under 9 412.92(d). 

(b) Referral center, HCFA may make 
an adjustment to the prospective 
payment rates for inpatient operating 
costs determined under subpart D or E 
of this part if a hospital acts as a referral 
center for patients transferred from 
other hospitals. Criteria for identifying 
such referral centers are set forth in 

§ 412.96. 

(c) Christian Science Sanatoria, 

HCFA adjusts the prospective payment 
rates for inpatient operating costs 
determined imder subpart D or E of this 
part if a hospital is a Christian Science 
sanatorium. Such a santorium's 
prospective payment rates are 
determined in accordance with 9 412.98. 

(d) Kidney acquisition costs incurred 

by hospitals approved as renal 
transplantation centers, HCFA pays for 
kidney acquisition costs incurred by 
renal transplantation centers on a 
reasonable cost basis. The criteria for 
this special payment provision are set 
forth in 9 412.100. * 

(e) Hospitals that are located in urban 
areas and that are reclassified os rural, 
HCFA adjusts the rural Federal payment 
amounts for inpatient operating costs for 
hospitals reclassified as rural, as 
defined in 9 4li62(f). The criteria for 
this adjustment are set forth in 9 412.102. 

(f) Hospitals that have a high 
percentage of ESRD beneficiary 


discharges, HCFA makes an additional 
payment to a hospital if ten percent or 
more of its total Medicare discharges in 
a cost reporting period beginning on or 
after October 1,1984 are ESRD 
beneficiary discharges. In determining 
ESRD discharges, discharges in DRG 
Nos. 302.316, and 317 are excluded. The 
criteria for this additional payment are 
set forth in 9 412.104. 

(g) Hospitals that incur indirect costs 
for graduate medical education 
programs, HCFA makes an additional 
payment for inpatient operating costs to 
a hospital for Indirect medical education 
costs attributable to an approved 
graduate medical education program. 
The criteria for this additional payment 
are set forth in 9 412.105. 

(h) Hospitals that serve a 
disproportionate share of low-income 
patients. For discharges occurring on or 
after May 1,1986, HCFA makes an 
addition^ payment for inpatient 
operating costs to hospitals that serve a 
disproportionate share of low-income 
patients. The criteria for this additional 
payment are set forth in 9 412.106. 

(i) Medicare-dependent, small rural 
hospitals. For cost reporting periods 
beginning on or after April 1,1990 and 
ending before April 1,1993, HCFA 
adjusts the prospective payment rates 
for inpatient operating costs determined 
under subparts D and £ of this part if a 
hospital is classified as a Medicare- 
dependent, small rural hospital Criteria 
for identifying these hospitals are set 
forth in 9 412.108. 

3. In 9 412.92. in paragraphs (b)(l)(iv) 
and (b)(l)(v). the phrase "will review” is 
revised to read "reviews”: in paragraph 
(b)(3). the phrase "will remain” is 
revised to read "remains”: in paragraph 
(b)(5). the phrase "will be” is revised to 
read "is"; and the heading of paragraph 
(d), and paragraphs (e)(3) introductory 
text and (e)(3)(i)(B) are revised to read 
as follows: 

9 412.92 Special treatment Sole 
community hospitala. 

* • • • • 

(d) Determining prospective payment 
rates for inpatient operating costs for 
sole community hospitals. 

• * « « « 

(e) Additional payments to sole 
community hospitals experiencing a 
significant volume decrease, 

« « • • « 

(3) The Intermediary determines a 
lump sum adjustment amount not to 
exceed the difference between the 
hospital's Medicare inpatient operating 
costs and the hospital's total DRG 
revenue for inpatient operating costs 
based on DRG-adjusted propsective 
payment rates for inpatient operating 


costs (including outlier payments for 
inpatient operating costs determined 
under Subpart F of this part and 
additional payments made for inpatient 
operating costs for hospitals that serve a 
disproportionate share of low-income 
patients as determined under 9 412.106 
and for indirect medical education costs 
as determined under 9 412.105). 

(!)••• 

(B) The hospital's fixed (and semi¬ 
fixed) costs, other than those costs paid 
on a reasonable cost basis under part 
413 of this chapter; and 

• « • • • 

4. In 9 412.96. the reference 

”9 412.118(b)” in paragraph (b)(1) 
introductory text is revised to read 
"9 412.105(b)”: the reference "9 412.118” 
in paragraph (c)(l)(ii) is revised to read 
"9 412.105”; and paragraph (d) is revised 
to read as follows: 

9 412.96 Special treatment: Referral 
centers. 

■ • * • • 

(d) Payment to rural referral centers. 
Effective for discharges occurring on or 
after April 1,1988, a hospital that is 
located in a rural area and meets the 
criteria of paragraphs (b)(ll. (b)(2] or (c) 
of this section is paid prospective 
payments for inpatient operating costs 
per discharge based on the applicable 
other urban payment rates as 
determined in accordance with 9 412.63, 
as adjusted by the hospital's area wage 
index. 

***** 

5. In 9 412.98, paragraphs (a) and (b) 
are revised to read as follows: 

9 412.98 Special treatment Christian 
Science Sanatoria 

(a) General rule. If a Christian Science 
Sanatorium is not excluded &om the 
prospective payment systems under 
subpart B of this part, HCFA pays, for 
inpatient hospital services furnished to 
be beneficiary by that sanatorium, a 
predetermined fixed amount per 
discharge based on the sanatorium's 
historical inpatient operating costs per 
discharge. 

(b) Prospective payment rates. For 
cost reporting periods beginning on or 
after October 1,1983, the sanatorium’s 
prospective payment rate for inpatient 
operating costs equals the amount that 
would constitute the sanatorium's target 
amount under 9 413.40(c)(4) of this 
chapter if the institution were subject to 
the rate of increase ceiling specified in 

9 413.40 of this chapter instead of the 
propsective payment systems. This 
amount is not adjusted for the DRG 
weighting factor. 
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6. In S 412.100, paragraphs {a](l] and 
(a)(2] are revised to read as follows: 

§ 412.100 Special treatment: Renal 
transplantation centers. 

(a) Adjustments for renal 
transplantation centers. 

(1) HCFA adjusts the prospective 
pa>inent rates for inpatient operating 
costs determined under subparts D and 
E of this part for hospitals approved as 
renal transplantation centers (described 
at SS 405.2170 and 405.2171 of this 
chapter) to remove the estimated net 
expenses associated with kidney 
acquisition. 

(2) Kidney acquisition costs are 
treated apart from the prospective 
payment rate for inpatient operating 
costs, and payment to the hospital is 
adjusted in each reporting period to 
reflect an amount necessary to 
compensate the hospital for reasonable 
expenses of kidney acquisition. 

• « • • • 

$412,102 lAmerHted) 

7. In the introductory text of $ 412.102, 
the phrase "rtiral Federal payment 
amount** is revised to "rural Federal 
payment amount for operating costs*'. 

$412,104 (Amended) 

a In $ 412.104, in paragraph (a), the 
phrase *‘wi]l provide" is revised to read 
"provides"; in the introductory text of 
paragraph (b) and in paragraph (b)(4) 
the phrase "will be" is revised to read 
"is": and in paragraph (b)(5), the phrase 
"will be equal to’* is revised to read 
"equals". 

9. In $ 412.105. the section heading 
and the introductory text to the section 
are revised; the introductory text of 
paragraph (a) is reprinted; and 
paragraphs (a)(2) and (e) are revised to 
read as follows: 

$ 412.105 Special treatment Hospitafa that 
incur Indirect costa for graduate medical 
education programs. 

HCFA makes an additional payment 
to hospitals for indirect medical 
education costa using the following 
procedures: 

(a) Basic data. HCFA determines the 
following for each hospital: 

• • * « « 

(2) The hospital's total DRG revenue 
for inpatient operating costs based on 
DRG-adjusted prospective payment 
rates for inpatient operating costs 
including outlier payments for inpatient 
operating costs determined under 
subpart F of this part, but excluding 
additional payments made under the 
provisions of this subpart 


(e) Determination of payment amount 
Each hospital's indirect medical 
education payment under the 
prospective payment system for 
inpatient operating costs is determined 
by multiplying the total DRG revenue for 
inpatient operating costs, as determined 
under paragraph (a)(2) of this section, by 
the applicable education adjustment 
factor derived in paragraph (d) of this 
section. 

• • • « • 

10. In $ 412.106, the reference 
"S 412.118(b)** in paragraph (a)(l)(i) is 
revised to read "$ 412,105(b)**; the 
reference "$ 412.118" in paragraph 
(a)(2)(ii) is revised to read "412.105"; in 
paragraphs (d)(2)(i)(D)(l) and (2) the 
date "January 1,1993" is revised to read 
"October 1,1993"; and paragraphs (a)(2) 
and (d)(1) are revised to read as follows: 

$ 412.106 Special treatment Hoepitafe that 
serve a disproportionate share of low- 
income patients. 

{^) Genera] considerations. , 

• « • « • 

(2) The payment adjustment is applied 
to the hospital’s total DRG revenues for 
inpatient operating costs. 

(i) A hospital's total DRG revenues for 
inpatient operating costs are determined 
on the basis of DRG-adjusted 
prospective payment rates for inpatient 
operating costs or, for transition period 
payments under subpart B of this part, 
on the basis of the Federal portion of the 
hospital's payment rates. 

(ii) For purposes of this section, total 
DRG revenues for inpatient operating 
costs include outlier payments for 
inpatient operating costs under subpart 
F of this part, but exclude additional 
payments made under this subpart. 

• * « « « 

(d) Payment adjustment —(1) Method 
of adjustment If a hospital serves a 
disproportionate number of low-income 
patients, its total DRG revenues for 
inpatient operating costa are increased 
by an adjustment factor as specified in 
paragraph (d)(2) of this section. 

« • * • • 

10. In $ 412.108, paragraph (8)(l)(i) the 
reference "$ 412.118(b)" is revised to 
read "$ 412.105(b)": in paragraph 
(d){3)(i)(B) the term "reimbursed" is 
revised to read "paid"; and paragraphs 
(c) and (d)(3) introductory text are 
revised to read as follows: 

$ 412.108 Special treatment: Medicare- 
dependent, small rural hospltats. 

« • • • « 

(c) Payment methodology. A hospital 
that meets the criteria in paragraph (a) 
of this section is paid for its inpatient 
operating costs based on whichever of 
the following amounts yields the 


greatest aggregate payment for the cost 
reporting period: 

• • • • • 

(d) Additional payments to hospitals 
experiencing a significant volume 
decrease. 

• • • « « 

(3) The intermediary determines a 
lump sum adjustment amount not to 
exceed the difference between the 
hospital's Medicare inpatient operating 
costs and the hospital's total DRG 
revenue for inpatient operating costs 
based on DRG-adjusted prospective 
payment rates for inpatient operating 
costs (including outlier payments for 
inpatient operating costs determined 
under Subpart F of this part and 
additional payments made for inpatient 
operating costs hospitals that serve a 
disproportionate share of low-income 
patients as determined under $ 412.106 
and for indierect medical education 
»costs as determined under $ 412.105). 

« • • • • 

L Subpart H is amended as follows: 

1. The heading of subpart H is revised 
to read as follows: 

Subpart H^Payments to Hospitals 
under the Prospective Payment 
Systems 

$412,110 (Amencfed) 

Z In $ 412.110, the phrase 
"prospective payment system" is 
revised to read "prospective payment 
systems". 

3. In $ 412.112, the introductory text of 
the section and paragraph (a) are 
revised to read as follows: 

S41Zt12 Payments determined on a per 
case basis. 

A hospital is paid the following 
amounts on a per case basis: 

(a) The appropriate prospective 
payment rate for inpatient operating 
costs for each discharge as determined 
in accordance with subparts D, E, and G 
of this part. 

• « • • « 

4. In $ 412.113, paragraph (a)(2)(i) 
introductory text is republished and 
paragraph (a)(2)(i)(E) is revised to read 
as follows: 

$41Z113 Other payments. 

[s] Capital-related costs.* * * 

(2) Reduction to capital-related 
payments, (i) Except for sole community 
hospitals as defin^ in $ 41Z92, the 
amount of capital-related payments for 
cost reporting periods beginning before 
October 1,1991 (including a return on 
equity capital as provided under 
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S 413.157 of this chapter) is reduced 
by— 

• « • • • 

(E) Ten percent for payments 
attributable to portions of cost-reporting 
periods occurring on or after October 1, 
1991 and before the beginning of the 
hospitars first cost-reporting period 
beginning on or after October 1.1991. 

• * • * • 

§412.115 (Amended] 

5. In § 412.115, in paragraph (a), the 
phrase “An additional payment will be 
made” is revised to read “An additional 
payment is made”. 

§412.120 [Amended] 

6. In § 412.120 in paragrpah (a), the 
phrase “payments otherwise payable to 
a hospital will be reduced” is revised to 
read “payments otherwise payable to a 
hospital are reduced”: and in the 
introductory text of paragraph (b) the 
phrase “the Medicare payment will be 
determined” is revised to read “the 
Medicare payment is determined”. 

§412.130 (Amended] 

7. In § 412.130, in paragraphs rb)(l) 
and (b)(2). the phrase “prospective 
payment system” is revised to read 
“prospective payment systems’*. 

). Subpart K is amended as follows: 

1. The heading of supart K is revised 
to read as follows: 

Subpart K—Prospective Payment 
System for Inpatient Operating Costs 
for Hospitals Located In Puerto Rico 

2. Section 412.200 is revised to read as 
follows: 

§ 412.200 General provisions. 

Beginning with discharges occurring 
on or after October 1,1987. hospitals 
located in Puerto Rico are subject to the 
rules governing the prospective payment 
system for inpatient operating costs. 
Except as provided in this subpart, the 
provisions of subparts A, B, C. F. G, and 
H of this part apply to hospitals located 
in Puerto Rico. Except for § 412.60, 
which deals with DRG classification and 
weighting factors, the provisions of 
subparts D and E of this part, which 
describe the methodology used to 
determine prospective payment rates for 
inpatient operating costs for hospitals, 
do not apply to hospitals located in 
Puerto Rico. Instead, the methodology 
for determining prospective payment 
rates for inpatient operating costs for 
these hospitals is set forth in § 412.204 
through 412.212. 

3. Section 412.204 is revised to read as 
follows: 


§ 412.204 Payments to hospitals located In 
Puerto Rico. 

Payments for inpatient operating costs 
to hospitals located in Puerto Rico that 
are paid under the prospective payment 
system are equal to the sum of— 

(a) 75 percent of the Puerto Rico 
prospective payment rate for inpatient 
operating costs, as determined under 

§ 412.208 or § 412.210: and 

(b) 25 percent of a national 
prospective payment rale for inpatient 
operating costs, as determined under 

§ 412.212. 

4. In § 412.208, paragraphs (a) and (b), 
and the heading of paragraph (h) are 
revised to read as follows: 

§ 412.206 Puerto Rico rates for Federal 
fiscal year 1986. 

(a) General rule. HCFA determines 
the Puerto Rico adjusted DRG 
prospective payment for inpatient 
operating costs for each inpatient 
hospital discharge occurring in Federal 
fiscal year 1988 for a prospective 
payment hospital. These rates are 
determined as described in paragraphs 
(b) through (i) of this section. 

(b) Determining target amounts. For 
each hospital subject to the prospective 
payment system for inpatient operating 
costs, HCFA determines the Medicare 
target amount, as described in 

§ 413.40(c) of this chapter, for the 
hospital’s cost reporting period 
beginning in fiscal year 1987. Revisions 
in the target amounts made subsequent 
to establishment of the standardized 
amounts under paragraph (d) of this 
section do not affect the standardized 
amounts. 

• • « « • 

(h) Computing Puerto Rico rates 
established under the prospective 
payment system for inpatient operating 
costs for urban and rural hospitals. 

• • • • • 

§412.210 [Amended] 

5. in § 412.210, in paragraphs (a)(1). 
(b)(3) and the introductory text of 
paragraph (d), the phrase “for inpatient 
operating costs” is inserted after the 
phrase “prospective payment rate”. 

§412.212 (Amended] 

6. In § 412.212, paragraph (a), the 
phrase “national prospective payment 
rate” is revised to read “national 
prospective payment rate for inpatient 
operating costs”. 

§412.220 (Amended] 

7. In § 412.220, introductory text for 
the section, the phrase “prospective 
payment system,” is revised to read 
“prospective payment system for 
inpatient operating costs.” 


Subpart L^The Medicare Geographic 
Classification Review Board 

L. Subpart L is amended as follows: 

1. Section 412.230 is amended as 
follows: 

a. The heading is revised: 

b. Paragraphs (a)(1) and (a)(3) are 
revised: 

c. New paragraphs (a)(4](v) and (a)(5) 
are added; 

d. In the heading of paragraph (d) and 
in paragraphs (d)(1) and (d)(3) 
introductory text, the phrase 
“standardized amount” is revised to 
read “standardized amount for Inpatient 
operating costs”; 

e. In paragraph (d)(3)(ii). the phrase 
“prospective payment sytem rates for 
inpatient hospital services” is revised to 
read “prospective payment rates for 
inpatient operating costs”: 

f. Paragraph (e)(1) is revised; 

g. Paragraph (e)(2) introductory text is 
republished and paragraph (e)(2)(i) is 
revised: 

h. Paragraph (e)(2)(ii) introductory 
text is republished and paragraph 
(e)(2)(ii)(A) is revised. 

§ 412^^30 Critoria for an individual hospital 
seeking redesignation to another rural area 
or an urban area. 

(a) General —(1) Purpose. An 
individual hospital may seek 
redesignation from a rural area to an 
urban area, from a rural area to another 
rural area, or from an urban area to 
another urban area for the purposes of 
using the other area’s standardized 
amount for inpatient operating costs, 
wage index value, or both. An individual 
hospital may not be redesignated to 
more than one area. 

(3) Proximity. Except as provided in 
paragraph (a)(4) of this section, to be 
redesignated to another rural area or an 
urban area, a hospital must demonstrate 
a close proximity to the adjacent area to 
which it seeks redesignation by meeting 
the criteria in paragraph (b) of this 
section, and submitting data requested 
under paragraph (c) of this section. 

(4) Special rules for sole community 
hospitals and rural referral centers. 

• • • • « 

(v) A hospital that applies for 
redesignation under this section may not 
also apply for redesignation in the same 
fiscal year under paragraph (a)(2) or 
(a)(3) of this section. 

(5) Application of criteria. In applying 
the numeric criteria contained in 

§§ 412.230(b)(1) and (2). (d)(2). (e)(l)(iii). 
and (e)(l)(iv)(A) and (B). rounding of 
numbers to meet the mileage or 
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qualifying percentage standard is not 
permitted. 

* * * • • 

(e) Use of urban or other rural area 's 
wage index — 

(1) Criteria for use of adjacent area *s 
wage index. To use an adjacent area's 
wage index* a hospital must 
demonstrate the following: 

(1) The hospital's incurred wage costs 
are comparable to hospital wage costs 
in an adjacent urban or other rural area; 

(ii) The hospital has the necessary 
geographic relationship as specified in 
paragraphs (a) and (b) of this section; 

(iii) The hospital's average hourly 
wage is at least 108 percent of the 
average hourly wage of hospitals in the 
area in which the hospital is located; 
and 

(iv) One of the following conditions 
apply: 

(A) The hospital's average hourly 
wage is equal to at least 84 percent of 
the average hourly wage of hospitals in 
the adjacent area to which it seeks 
redesignation; or 

(B) The hospital's average hourly 
wage weighted for occupational 
categories is at least 90 percent of the 
average hourly wage of hospitals in the 
adjacent area to which it seeks 
redesignation. 

(2) Appropriate wage data. For a wage 
index change, the hospital must submit 
appropriate data as follows: 

(i) For hospital-specific data, the 
hospital must provide data from the 
HCFA hospital wage survey used to 
construct the wage index in effect for 
prospective payment purposes during 
the fiscal year prior to the fiscal year for 
which the hospital requests 
reclassification. 

(ii) For data of other hospitals, the 
hospital must provide data concerning 
both of the following: 

(A) The average hourly wage in the 
adjacent area, which is taken from the 
HCFA hospital wage survey used to 
construct the wage index in effect for 
prospective payment purposes during 
the fiscal year prior to the fiscal year for 
which the hospital requests 
reclassification and; 

• * • * • 

4. § 421.232, paragraph (c) is revised; 
paragraphs (d)(2) introductory text and 
(d)(2)(ii) are republished; and 
paragraphs (d)(2)(i] introductory text 
and (d)(2](ii)(A) are revised to read as 
follows: 

$412,232 Criteria for all hospitals in a 
rural county seeking urban redesignation. 

• • • • • 

(c) Wage criteria. In applying the 
following numeric criteria, rounding of 


numbers to meet the qualifying 
percentages is not permitted. 

• • • • • 

(d) • • • 

(2) Appropriate wage data. The 
hospitals must submit appropriate data 
as follows: 

(i) For hospital-specific data, the 
hospitals must provide data from the 
HCFA wage survey used to construct 
the wage index In effect for prospective 
payment purposes during the fiscal year 
prior to the fiscal year for which the 
hospitals request reclassification. 

(ii) For data for other hospitals, the 
hospitals must provide the following: 

(A) The average hourly wage in the 
adjacent area, which is taken from the 
HCFA hospital wage survey used to 
construct the wage index in effect for 
prospective payment purposes during 
the fiscal year prior to the fiscal year for 
which the hospitals request 
reclassification. 

• • * • ft 

5. In S 412.234, paragraph (b) is 
revised, and in the heading of paragraph 
(c) the phrase "inpatient operating 
costs" is inserted after the phrase 
"standardized amount" to read as 
follows: 

S 412.234 Criteria for aU hospitals in an 
urban county seeking redesignation to 
another urban area. 

ft ft ft ft • 

(b) Wage criteria. In applying the 
following numeric criteria, rounding of 
numbers to meet the qualifying 
percentages is not permitted. 

ft ft ft ft • 

6. In S 412.273, the introductory text of 
paragraph (a), paragraph (a)(1) and 
paragraph (b) are revised; and 
paragraph (c) is added to read as 
follows: 

{ 412.273 Withdrawing an application. 

(a) Timing of a withdrawal. The 
MGCRB allows a hospital, or group of 
hospitals, to withdraw its application if 
the request for withdrawal is submittd 
to the MGCRB during the following time 
periods: 

(1) At any time before the MGCRB 
issues a decision on the application; or 

ft ft ft ft ft 

(b) Written request only. A request to 
withdraw an application must be made 
in writing to the MGCRB by all hospitals 
that are party to the application. 

(c) Appeal of the MGCRB *8 denial of a 
hospital’s request for withdrawal. (1) A 
hospital may appeal the MGCRB's 
denial of its request for withdrawal of 
an application to the Administrator 
within 15 days of the date of the notice 
of the denial. 


(2) Within 20 days of receipt of the 
hospital's request for appeal, the 
Administrator affirms or reverses the 
denial. 

3. In S 412.278, paragraphs {f)(l) and 

(f)(3) are revised; a new heading for 
paragraph (f) and a new paragraph (g) 
are added to read as follows: 

$ 412.278 Administrator's review. 

ft ft ft ft ft 

(0 Administrator’s decision. (1) The 
Administrator may not receive or 
consider any new evidence and must 
issue a decision based only upon the 
record as it appeared before the MGCRB 
and comments submitted under 
paragraphs (b)(2). (b)(3). (b)(4). (c)(2). 
and (c)(3) of this section. 

ft ft ft ft ft 

(3) The Administrator's decision 
issued under ii 412.278(a] or (c) is the 
final Departmental decision, i^ess it is 
amended under $ 412.278 (g). The final 
Departmental decision is not subject to 
judicial review. 

(g) Amendment of Administrator 
decision. (1) Hospital's request for 
amendment. The hospital may request 
the Administrator to amend the decision 
for the limited purpose of correcting 
mathematical or computational errors, 
or to correct the decision if the evidence 
that was considered in making the 
decision clearly shows on its face that 
an error was made. The following 
procedure is followed: 

(1) The hospital's request for 
amendment must be received by the 
Administrator within 10 days after the 
date the Administrator issues a 
decision. The request for amendment 
must be in writing, with a copy to 
HCFA. 

(ii) The Administrator promptly 
reviews the hospital's request and 
amends the decision, if necessary, 
within 5 days following receipt of the 
hospital's request for amendment. 

(2) Discretionary review by the 
Administrator. Within 15 days following 
the issuance of the Administrator's 
decision, the Administrator, at his or her 
discretion, may amend the decision to 
correct mathematical or computational 
errors, or to correct the decision if the 
evidence that was considered in making 
the decision clearly shows on its face 
that an error was made. The 
Administrator's amended decision is 
final and is not subject to judicial 
review. 

Subpart M—Prospectivg Payment 
System for Inpatient Hosplt^ Capital 
Costs 

M. Subpart M is amended as fojiows: 
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1. In 5412.300. paragraph (b) is revised 
to read as follows: 

§412.300 Scope of subpart and dennttlon. 

• • * • « 

(b) Definition. For purposes of this 
subpart, a new hospital means a 
hospital that has operated (under 
previous or present ownership) for less 
than 2 years. 

The following hospitals are not new 
hospitals: 

(1) A hospital that builds new or 
replacement facilities at the same or 
another location even if coincidental 
with a change of ownership, a change in 
management, or a lease arrangement 

(2) A hospital that closes and 
subsequently reopens. 

(3) A hospital that has been in 
operation for more than 2 years but has 
participated in the Medicare program for 
less than 2 years. 

(4) A hospital that changes its status 
from a hospital that is excluded from the 
prospective payment systems to a 
hospital that is subject to the capital 
prospective payment system. 

2. In 5 412.302, the introductory text of 
paragraph (b) is revised; paragraphs 

(b) (3)(iii) and (b)(7] are added: 
paragraphs (c)(l)(ii). (c)(l)(iv). (c)(l)(v). 

(c) (l)(vii)(B) are revised; the 
introductory text of paragraph (c)(2)(i) is 
republished; and paragraph (c)(2)(i)(B) is 
revised to read as follows: 

§ 412.302 Introduction to capital costs. 

• * * « « 

(b) Old capital costs. Except as 
provided in paragraph (c) of this section 
with respect to capital obligations that 
qualify for recognition as old capital, old 
capital costs are allowable capital- 
related costs for land and depreciable 
assets that were put in use for patient 
care on or before December 31,1990. 
However, for a new hospital as defined 
in 5 412.300(b], old capital costs are 
defined as those allowable capital- 
related costs for land and depreciable 
assets that were put in use for patient 
care on or before the later of December 
31.1990 or the last day of the hospital's 
base year cost reporting period under 
§ 412.328(a)(2]. Old capital costs include 
the following: 

• * • • • 

(3) - ‘ • 

(iii) If an entire hospital is leased 
without assumption of the hospital's 
asset costs after December 31.1990, the 
amount of allowable capital-related 
costs recognized as old capital costs is 
limited to the amount allowed for old 
capital costs in the base year or the last 
cost rep|)rting period these costs were 


recognized under this subpart, 
whichever is later, 

t • « • • 

(7) If a hospital had nonreimbursable 
costs applicable to an old capital asset 
as of December 31,1990 that 
subsequently become allowable 
inpatient capital-related costs, the 
allowable costs for such an asset that 
are attributable to inpatient hospital 
services are recognized as old capital 
costs if a portion of the asset was in use 
for inpatient hospital care on December 
31.1990. 

* * • • • 

(c) Obligated capita! costs. (1) * * * 

(ii) Maveable equipment. Moveable 
equipment is recognized as old capital 
only if all of the conditions specified in 
paragraph (c)(l)(i)(B) through (D) of this 
section are met and one of the following 
conditions is met: 

(A) There was a binding contractual 
agreement that was executed on or 
before December 31,1990 and obligates 
the hospital on or before December 31, 
1990 for the lease or purchase of the 
item of equipment on or before 
December 31,1990. 

(B) There was a binding contractual 
agreement that was executed on or 
before December 31,1990 and obligates 
the hospital on or before December 31, 
1990 for financing the acquisition of the 
equipment, on or before December 31, 
1990; or before December 31.1990; the 
item of equipment costs at least 
$100,000; and the item was specifically 
listed in an equipment purchase plan 
approved by the Board of Directors on 
or before December 31,1990. 

• • * * • 

(iv) Extension of deadline. MCFA may 
extend the deadline in paragraph 
(c)(l)(i](B) of this section, under which 
an asset must be put in use for patient 
care before October 1,1994. to no later 
than September 30.1996 for 
extraordinary circumstances beyond the 
hospital's control. Extraordinary 
circumstances include, but are not 
limited to, a construction strike or 
atypically severe weather that 
significantly delayed completion of a 
construction project. Normal 
construction delays do not constitute 
extraordinary circumstances. 

(A) The hospital must submit its 
request for an extended deadline with 
documentation of the extraordinary 
circumstances by the later of January 1. 
1993 or within 180 days of the 
extraordinary circumstance. 

(B) The intermediary reviews the 
request and verifies the hospital's 
documentation, and forwards the 
request to HCFA within 60 days. Within 
90 days. HCFA notifies the intermediary 


of its decision and. if an extension is 
granted, of the revised deadline for 
putting the asset in use for patient care 
service. 

(v) Notification to intermediary. The 
hospital must submit to its intermediary 
the binding agreement and supporting 
documents that relate to the obligated 
capital expenditure by the.later of 
October 1,1992 or within W days after 
the start of the hospital's first cost 
reporting period beginning on or after 
October 1.1991. 

« * • • * 

(vii) Determining aid capital costs. 

• * • « • 

(B) The intermediary advises the 
hospital of its determination within 12 
months of the receipt of the hospital's 
notification under paragraph (c](l)(v) of 
this section. 

• • • • • 

(2) Lengthy certificate-of-need 
process, (i) If a hospital does not meet 
the criteria under paragraph (c)(l)(i) or 
paragraph (c)(l)(ii) of this section, but 
meets all of the following criteria, the 
estimated cost for the project as of 
December 31,1990 may be recognized as 
old capital costs: 

• • • • • 

(B) The hospital filed an initial 
application for a certificate of need on 
or before December 31,1989 that 
includes a detailed description of the 
project and its estimated cost and had 
not received approval or disapproval on 
or before September 30.1990. If the 
hospital received conditional approval 
on or before September 30,1990, the 
hospital's intermediary assesses the 
nature of the conditions. The hospital 
will be considered to have received 
approval for the project as of September 
30,1990 if the intermediary determines 
that the hospital received sufficient 
approval for the project to proceed 
without significant delay. 

* * « « * 

In § 412.328, paragraph (8](3) is added 
paragraphs (b)(2). (b)(3). (c)(1), (f)(l)(i). 
and (f)(l)(iii) are revised; the 
introductory text of paragraph (f)(3) is 
republished; a new paragraph (f)(3)(iv) 
is added: paragraph (f)(4) is 
redesignated as paragraph (f)(5); and a 
new paragraph (f)(4) is added to read as 
follows: 

§ 412.328 Determining and updating the 
hospital-specific rate. 

(a) Base-year cost reporting period. 

• « « « * 

(3) Other hospitals. For other than a 
new hospital as defined in 5 412.300(b]. 
if a hospital does not have a 12-month 
cost reporting period ending on or 







23685 


Federal Register / Vol. 57, No. 108 / Thursday. Jane 4. 1992 / Proposed Rules 


before December 31.1990. the hospital* 
specific rate is based on the hospitars 
old capital costs (per discharge) in its 
first 12-month cost reporting period (or 
combination of cost reporting periods 
covering at least 12 months) ending after 
Decemt^r 31.1990. 

(b) Base-year costs per discharge, 

• • • * * 

(2) Discharges, For the purpose of 
(jetennining a hospital's base period 
cspital costs per discharge a discharge, 
indudes discharges as defined in 

§ 412.4(a) and transfers as defined in 
§ 412.4(b)(2), adjusted by the transfer 
adjustment factor that is determined 
under paragraph (b)(3) of this section. 

(3) Transfer adjustment factor, (i) For 
base year cost reporting periods ending 
on or before December 31.1990, HCFA 
uses the base year MEDPAR data 
received as of June 30.1991 to develop 
an adjustment to discharges to account 
for transfers. HCFA divides the length of 
stay for each transfer case by the 
geometric mean length of stay for the 
DRG (but in no case using a number 
greater than 1.0) and assigns each 
nontransfer case a value of 1.0. To 
determine the transfer adjustment 
factor. HCFA adds together the adjusted 
discharges and divides the result by 
total discharges including transfers. 

(ii) For base year cost reporting 
periods ending after December 31.1990 
but beginning before October 1,1991. 
HCFA determines a transfer adjustment 
factor as described in paragraph (b)(3)(i) 
of this section for a hospital using the 
applicable base year MEDPAR data on 
file as of the December 31 or June 30 
occurring at least 6 months after the 
close of the approved base year. 

(iii) For base year cost reporting 
periods beginning on or after October 1. 
1991. the intermediary determines the 
transfer adjustment factor in place of 
HCFA as described in paragraph 
(b)(3)(i) of this section based on the 
most recent billing data available as of 
the date of the final determination of the 
hospital specific rate. 

(c) Case-mix adjustment —(1) 
Determining transfer-adjusted case mix 
value. Step 1: For base year cost 
reporting periods ending on or before 
December 31.1990. HCFA uses the base 
year MEDPAR data received as on June 
30,1991 to determine the hospital's 
transfer-adjusted case-mix value. For 
base year cost reporting periods ending 
after December 31,1990 and beginning 
before October 1.1991, HCFA 
determines a transfer-adjusted case-mix 
value for a hospital using the applicable 
base year MEDPAR data on file as of 
the December 31 or June 30 occurring at 
least 6 months after the close of the base 


year. For base year cost reporting 
periods beginning on or after October 1, 
1991. the intermediary determines the 
transfer-adjusted case-mix value based 
on the most recent billing data available 
as of the date of the final determination 
of the hospital-specific rate. HCFA or 
the intermediary, as appropriate, 
multiplies the DRG weight for each case 
by one of the following factors: 

• • • • • 

(f) Redetermination of hospital- 
specific rate — 

(1) General, (i) Upon request by a 
hospital, the intermediary redetermines 
the hospital-specific rate to reflect an 
increase in old capital costs as 
determined in a cost reporting period 
subsequent to the base year. An 
increase in Medicare old capital cost per 
discharge that is related solely to a 
decline in utilization is not recognized 
as an increase in old capital costs for 
purposes of this section. New capital 
costs are excluded from the 
redetermination of the hospital-specific 
rate. 

* « • • • 

(iii) The hospital must request a 
redetermination in writing no later than 
the date the cost report must be filed 
with the hospital's intermediary for the 
first cost reporting period beginning on 
or after October 1,1991 or the cost 
reporting period that will serve as the 
new base period whichever is later. The 
hospital's redetermination request must 
include the cost report for the new base 
period and an estimate of the revised 
hospital-specific rate indicating that the 
new rate exceeds the hospital's current 
hospital-specific rate. 

* • • * • 

(3) Redetermined hospital-specific 
rate. The intermediary redetermines the 
hospital-specific rate based on the old 
capital costs that are determined under 
paragraph (f)(2) of this section for the 
new base period. The intermediary— 

• • * * * 

(iv) If the intermediary determines, 
after audit, that the requested 
redetermination will result in a lower 
hospital-specific rate, it advises the 
hospital of its determination and 
provides the hospital the opportunity to 
withdraw its request within 60 days of 
the intermediary notice. 

(4) Withdrawing a request If the 
intermediary determines, after audit, 
that the revised hospital-specific rate is 
lower than the current hospital-specific 
rate, it advises the hospital of its 
determination and promptly notifies the 
hospital that it may withdraw its request 
within 60 days of the intermediary 
notice. 

• • • « • 


4. A new § 412.331 is added to read as 
follows: 

§ 412.331 Determining hospttef-spectfic 
rates In cases of hospital merger, 
consolidation, or dissolution. 

(a) Hospital merger or consolidation. 
if. after the base year, two or more 
hospitals merge or consolidate into one 
hospital as provided for under 

S 413.134(k) of this chapter, the 
intermediary determines a revised 
hospital-specific rate applicable to the 
combined facility under i 412.328, which 
is effective beginning with the date of 
merger or consolidation. The following 
rules apply to the revised hospital- 
specific rate and payment 
determination: 

(1) Revised hospital-specific rate. 
Using each hospital's base period data, 
the intermediary determines a combined 
average discharge weighted hospital- 
specific rate. 

(2) Payment determination. The 
discharge-weighted hospital-specific 
rate determined by the intermediary is 
compared to the Federal rate to 
establish the appropriate payment 
methodology under $ 412.336 and for 
payment purposes under §§ 412.340 or 
412.344. The revised payment 
methodology is effective as of the date 
of merger or consolidation. 

(3) Old capital cost determination. 

The capital-related costs related to the 
assets of each merged or consolidated 
hospital as of December 31,1990 are 
recognized as old capital costs during 
the transition period. If the hospital is 
paid under the hold-harmless 
methodology after merger or 
consolidation, only that original base 
year old capital is eligible for hold- 
harmless payments. 

(b) Hospital dissolution. If a hospital 
separates into two or more hospitals 
that are subject to capital payments 
under this subpart after the base year, 
the intermediary determines new 
hospital-specific rates for each separate 
hospital under the provisions of 

§ 412.328 effective as of the date of the 
dissolution. The new hospital-specific 
rates are determined as follows: 

(1) Hospital-specific rate —(i) 
Adequate base year data. The 
intermediary determines whether the 
base year capital-related cost data and 
necessary statistical records are 
adequate to reconstruct the cost and 
other data required under { 412.328 from 
the former hospital's financial records to 
determine the hospital-specific rates for 
each facility. If the data are adequate, 
the intermediary uses the former 
hospital's base period to determine the 
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hospital-speciHc rate for each separate 
hospital. 

(ii) Inadequate original base year 
data. If the intermediary determines that 
the base period data for the former 
hospital is inadequate to establish 
separate hospital-specific rates, the 
intermediary establishes a new base 
period for each hospital. The new base 
period is each hospitars first 12-month 
or longer cost reporting periods covering 
at least 12 months) immediately 
following separation of the hospitals. 

The intermediary determines the 
hospital-specific rate for each hospital 
using the new base period under 
S 412.328. 

(2) Payment determinations. The 
intermediary applies the payment 
methodology provisions of § 412.336. 

The revised payment determination is 
effective as of the date of the hospital's 
dissolution. 

(3) Old capital cost determination. In 
determining the old capital costs for 
each hospital, the amount recognized as 
old capital is limited to the allowable 
capital-related costs attributable to 
assets that were in use for patient care 
as of December 31,1990, and the 
hospitals are subject to all other 
transition period rules of this subpart. 

5. Section 412.348(e)(2) is revised to 
read as follows: 

S 412.348 Exception payments during 
transition period. 

• • • • • 

(e) • * • 

(2) A hospital must apply to its HCFA 
Regional Office by the later of October 
1,1992 or within 180 days of the 
extrordinary circumstance causing the 
unanticipated expenditures for a 
determination by the HCFA 
Administrator of whether the hospital is 
eligible for an additional payment based 
on the nature of the circumstances and 
the amount of financial loss documented 
by the hospital. 

* * • • • 

II. Part 413 is amended as follows: 

A. The authority citation for part 413 
continues to read as follows: 

Authority: Sections 1102.1814(b). 1815. 
1833(a). (i). and (n). 1861(v). 1671.1881.1883. 
and 1886 of the Social Scanty Act (42 U.S.C. 
1302.1395f(b). 1395g. 13951(a). (i). and (n). 
1395x(v). 1395hh. 1395rr. 1395tt. and 1395ww); 
sec. 104(c) of Pub. L. 100-360 as amended by 
sec. 606(d)(3) of Pub. L 100-485 (42 U.S.C. 
1395WW (note)); and sec. 101(c) of Pub. L. 101- 
234 (42 U.S.C. 1395WW (note)) 

Subpart A—Introduction and General 
Rules 

B. Subpart A is amended as follows: 


1. In S 413.1, paragraph (d)(2) 
introductory text and paragraph (d)(2)(i) 
are revised to read as follows: 

{413.1 Introduction. 

« • * • • 

(d) Payment for inpatient hospital 
services. 

• « * * * 

(2) Payment to short-term general 
hospitals located in the 50 States and 
the District of Columbia for the 
operating costs of hospital inpatient 
services for cost reporting periods 
beginning on or after October 1.1983, 
and for inpatient services for capital- 
related costs for cost reporting periods 
beginning on or after October 1,1991 are 
determined prospectively on a per 
discharge basis under part 412 of this 
chapter except as follows: 

(i) Payment for capital-related costs 
for cost reporting periods beginning 
before October 1,1991, medical 
education, and kidney acquisition costs, 
and the costs of certain anesthesia 
services, is described in { 412.113 of this 
chapter. 

• * * • • 

2. In { 413.5, the introductory text of 
paragraph (c) is revised to read as 
follows: 

{413.5 Cost reimbursement: General 

• • • # • 

(c) As formulated herein, the 
principles give recognition to such 
factors as depreciation, interest, bad 
debts, educational costs, compensation 
of owners, and an allowance for a 
reasonable return on equity capital (in 
the case of certain proprietary 
providers). With respect to allowable 
costs some items of inclusion and 
exclusion are: 

• * « « • 

Subpart B—Accounting Records and 
Reports 

C. Subpart B is amended as follows: 
{413.24 (Amended] 

In { 413.24(f)(3)(iii), the term 
“prospective payment system’* is 
revised to read “prospective payment 
systems". 

Subpart C—Umlts on Cost 
Reimbursement 

D. Subpart C is amended as follows: 

In { 413.40, paragraph (a)(2)(i) 

introductory text is republished: 
paragraphs (a)(2)(i)(B). (c)(2). (f)(l)(i). 
and (g)(3)(iii) are revised: and a 
sentence is added at the end of 
paragraph (b)(1) to read as follows: 


{ 413.40 Ceiling on rate of hospital cost 
increases. 

(a) • • • 

(2) Applicability, (i) This section is not 
applicable to— 

• • • * * 

(B) Hospitals that are paid under the 
prospective payment systems for 
inpatient hospital services in 
accordance with section 1886(d) and (g) 
of the Act and part 412 of this chapter. 

• « • • • 

(b) Cost reporting periods subject to 

the rate of increase ceiling, ^ * * 

When the operational structure of a 
hospital or distinct unit changes (that is. 
a freestanding rehabilitation hospital 
becomes a distinct-part unit or vice 
versa) the base period would be the first 
full 12-month cost reporting period 
effective with the revised Medicare 
certification classification. 

(c) • • * 

(2) Cost determined on a per cose 
basis. Costs subject to the ceiling as 
described in paragraph (c)(1) of this 
section are determined on a per 
discharge basis. For purposes of this 
subpart, a patient is considered 
discharged on the earliest of the 
following dates: 

(i) The date the patient has exhausted 
Medicare Part A inpatient hospital 
benefits (including the election to use 
lifetime reserve days) during his or her 
spell of illness. 

(ii) The date the patient is formally 
released as specified in { 412.4(a)(1) of 
this chapter; 

(iii) The date the patient is transferred 
to another facility. 

(iv) The date the patient dies. 

• • * * * 

(f) Exemptions — {\) * • ^ 

(i) New hospitals, A new hospital is 
exempt from the rate-of-increase ceiling 
imposed under this section. The 
exemption begins when the hospital 
accepts its first patient and ends at the 
end of the first cost reporting period 
ending at least two years after the 
hospital accepts its first patient. The 
first 12-month cost reporting period 
beginning at least one year after the 
hospital accepts its first patient is the 
base year in accordance with paragraph 
(b) of this section. For purposes of this 
section, a new hospital is a provider of 
hospital inpatient services that— 

(A) Has operated as the type of 
hospital for which HCFA granted it 
approval to participate In the Medicare 
program, under present or previous 
ownership (or both), for less than two 
full years: and 

(B) Has not previously provided the 
type of hospital inpatient services for 
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which HCFA granted it approval to 
participate in the Medicare program. 

* • • « • 

(g) Adjustments — 

* • • • • 

(3) • — 

(iii) Adjusting operating costs. 
Without 8 formal request from a 
hospital HCFA may adjust the amount 
of operating costs determined under 
paragraph (c)(1) of this section to take 
into account certain adjustments. These 
adjustments include, but are not limited 
to, adjustments under paragraphs 

(g) (3){ii) (A), (B), (C), (E), and (F) of this 
section. 

« • • • • 

Subpart E—Payments to Providers 

E. Subpart E is amended as follows: 

§413.64 (Amended] 

In § 413.64, in paragraphs (h)|l)(i] and 

(h) (l)(ii), the term ‘'prospective payment 
system" is revised to read "prospective 
payment systems". 

Subpart F—Specific Categories of 
Costs 

F. Subpart F is amended as follows: 
Section 413.86 is amended by adding 

paragraph {h)(6) to read as follows: 

§ 413.88 Direct graduate medkrsi 
education payments. 

* • • • * 

|h) • • • 

(6) On or after June 1.1992, the United 
States Medical Licensing Examination 
may be substituted for the FMGEMS for 
purposes of the determination made 
under paragraphs (h)(1) and (h)(4) of this 
section. On or after July 1.1993 only the 
results of steps 1 and 11 of the United 
States Medical Licensing Examination 
shall be accepted for purposes of 
making this determination. 


Subpart G—Capital Related Costs 

G. Subpart G is amended as follows: 
§413.134 (Amended) 

1. In § 413.134, In paragraph 
in(2)(iii)(D). the reference 

*’5 412.340(a)(2)" is revised to read 
412.344(a)(2)". 

§413.157 (Amended) 

2. In § 413.157, paragraph (c)(5) is 
removed. 

(Catalog of Federal Domestic Assistance 
Program No. 93.733, Medicare—Hospital 
Insurance; No. 93.744. Medicare- 
Supplementary Medicare Insurance) 


Dated: April 30.1992. 

William Toby, 

Acting Administrator, Heoith Core Financing 
Administration. 

Approved: May 22,1992. 

Louis W. Sulhvan, 

Secretary. 

[Editorial Note: The following addendum 
and appendixes wil) not appear In the Code 
of Federal Regulations.) 

Addendum—Proposed Schedule of 
Standardized Amounts Effective with 
Discharges On or After October 1,1992 
and Update Factors and Target Rate 
Percentages Effective With Cost 
Reporting Periods Beginning On or After 
October 1.1992 

1. Summary and Background 

In this addendum, we are making 
changes in the amounts and factors for 
determining prospective payment rates 
for Medicare inpatient operating costs 
and Medicare inpatient capital-related 
costs. We are also setting forth new 
target rate percentages for determining 
the rate-oMnerease limits (target 
emounts) for hospitals and hospital 
units excluded from the prospective 
payment system. 

For discharges occurring bn or after 
October 1,1992, except for sole 
community hospitals, Medicare- 
dependent small rural hospitals, 
hospitals located in Puerto Rico, and 
hospitals subject to the regional floor, 
each hospital's payment per discharge 
under the prospective payment system 
will be comprised of 100 percent of the 
Federal national rate. 

For cost reporting periods beginning 
on or after April 1,1990, sole community 
hospitals and, for cost reporting periods 
ending on or before March 31,1993, 
Medicare-def>endent small rural 
hospitals are paid based on whichever 
of the following rates yields the greatest 
aggregate payment: The Federal 
national rate (subject to the regional 
floor), the updated hospital-specific rate 
based on FY 1982 cost per discharge, or 
the updated hospital-specific rate based 
on FY 1987 cost per discharge. Hospitals 
in Puerto Rico are paid on the basis of a 
rate per discharge composed of 75 
percent of a Puerto Rico rate and 25 
percent of a national rate (section 
1866(d)(9)(A) of the Act), Hospitals 
aBected by the regional floor are paid 
on the basis of 85 ];>ercent of the Federal 
national rate and 15 percent of the 
Federal regional rate (section 
188e(d)(l)(A)(iii) of the Act). 

As discussed below in section II we 
are making changes in the determination 
of the prospective payment rates for 
Medicare inpatient operating costs. The 
changes, to be applied prospectively, 


will affect the calculation of the Federal 
rates. In section III we discuss changes 
we are making in the determination of 
the prospective payment rates for 
Medicare inpatient capital-related costs. 
Section IV sets forth our changes for 
determining the rate-of-increase limits 
for hospitals excluded from the 
prospective payment system. The tables 
to which we refer in the preamble to the 
proposed rule are presented at the end 
of this addendum in section V. 

11. Proposed Changes to Prospective 
Payment Rates for Inpatient Operating 
Costs for FY 1993 

The basic methodology for 
determining prospective payment rates 
for inpatient operating costs is set forth 
at § 412.63 for hospitals located outside 
of Puerto Rico. The basic methodology 
for determining the prospective payment 
rates for inpatient operating costs for 
hospitals located in Puerto Rico is set 
forth at §§ 412.210 and 412.212. Below, 
we discuss the manner in which we are 
changing some of the factors used for 
determining the prospective payment 
rates. The Federal and Puerto Rico rate 
changes, once issued as final will be 
effective with discharges occurring on or 
after October 1,1992. As required by 
section 1886(d)(4)(C) of the Act, we must 
adjust the DRG classifications and 
weighting factors for discharges in FY 
1993. 

In summary, the proposed 
standardized amounts set forth in 
Tables la, lb, and Ic of section V of this 
addendum were— 

• Updated by 2.75 percent for urban 
hospitals (that is, the market basket 
percentage increase of 4.3 percent minus 
1.55 percent); and 3.75 percent for rural 
hospitals (that is, the market basket 
percentage increase of 4.3 percent minus 
0.55 percent); 

• Adjusted by removing the FY 1992 
outlier offsets and applying the revised 
urban and rural outlier offsets; 

• Adjusted to ensure budget 
neutrality as provided for in section 
1886(d)(8)(D) of the Act by removing the 
FY 1992 budget neutrality factor and 
applying a revised factor, and 

• Adjusted to ensure budget neutrality 
as provided for in sections 
1886(d)(4)(C)(iii) and |d)(3)(E) of the Act 
by removing the FY 1992 budget 
neutrality adjustment factors and 
applying revised budget neutrality 
adjustment factors to the urban and 
rural standardized amounts. 
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A Calculation of Adjusted Standardized 
Amounts 

1. Standardization of Base-Year Costs or 
Target Amounts 

Section 1888(d)(2)(A) of the Act 
required the establishment of base-year 
cost data containing allowable operating 
costs per discharge of inpatient hospital 
services for each hospital. The preamble 
to the September 1.1983 interm final 
rule (48 FR 39763) contains a detailed 
explanation of how base-year cost data 
were established In the initial 
development of standardized amounts 
for the prospective payment system and 
how they are used in computing the 
Federal rates. 

Section 1806(d)(9)(B)(i) of the Act 
required that Medicare target amounts 
be determined for each hospital located 
in Puerto Rico for its cost reporting 
period beginning in FY1987. llie 
September 1,1967 final rule contains a 
detailed explanation of how the target 
amounts were determined and how they 
are used in computing the Puerto Rico 
rates (52 FR 33043. 33066). 

The standardized amounts are based 
on'per discharge averages of adjusted 
hospital costs from a base period or. for 
Puerto Rico, adjusted target amounts 
from a base period, updated and 
otherwise adjusted in accordance with 
the provisions of section 1886(d} of the 
Act. Sections 1086 (d)(2)(C) and 
(d)(9)(B)(ii) of the Act required that the 
updated base-year per discharge costs 
and, for Puerto Rico, the updated target 
amounts, respectively, be standardized 
in order to remove the cost data the 
affects of certain sources of variation in 
cost among hospitals. These include 
case mix. differences in area wage 
levels, cost of living adjustments for 
Alaska and Hawaii, indirect medical 
education costs, and payments to 
hospitals serving a disproportionate 
share of low-incoroe patients. 

Since the standardized amounts have 
already been adjusted for difierences in 
case mix. wages, cost-of-living, indirect 
medical education costs, and payments 
to hospitals serving a disproportionate 
share of low-income patients, no 
additional adjustments for these factors 
for FY 1993 were made. That is, the 
standardization adjustments reflected in 
the FY 1993 standardized amounts are 
the same as those reflected in the FY 
1992 standardized amounts. 

Sections 1886 (d)(2)(H) and (d)(3)(E) of 
the Act require that, in making 
payments under the prospective 
payment system, the Secretary adjust 
the proportion of payments that are 
wage-rdated (as estimated by the 
Secretary from time to time). Beginning 
wiih October 1,1990, when the market 


basket was rcbased. we have 
considered 71.40 percent of costs to be 
labor-related for purposes of the 
prospective payment system. 

2. Computing Urban and Rural Averages 
Within Geographic Areas 

Section 1886(d)(3] of the Act requires 
the Secretary to compute three average 
standardized amounts for discharges 
occurring in a fiscal yean One for 
hospitals located in rural areas; one for 
hospitals located in large urban areas; 
and one for hospitals located in other 
urban areas. In addition, under section 
1808(d)(9)(B)(iii) of the Act the average 
standardized amount per discharge must 
be determined for hospitals located in 
urban and rural areas in Puerto Rico. 
Hospitals in Puerto Rico are paid a 
blend of 75 percent of the applicable 
Puerto Rico standardized amount and 25 
percent of a national standardized 
payment amount 

Section 18ae(d)(2)(D) of the Act 
defines a "large urtDan area" as an urban 
area with a population of more than 
1,000,000. In addition, section 4009(i) of 
Public Law 100-203 provides that a New 
England County Metropolitan Area 
(NECMA) with a population of more 
than 970.000 is classified as a large 
urban area. As required by section 
1886(d)(2)(D) of the Act, population size 
is determined by the Secretary based on 
the latest population data published by 
the Bureau of the Census. Under that 
section, urban areas that do not meet 
the definition of a "large urban area" are 
referred to as "other urban areas." 

Based on 1990 population estimates 
published by the Bureau of the Census, 
the current 49 large urban areas 
continue to meet the criteria to be 
defined as large urban areas for FY 1993. 
These areas are identified by an asterisk 
in Tables 4a and 4c. No additional areas 
have been identified. Therefore, we are 
making no change in these areas for 
purposes of this proposed rule. If new 
population estimates are published by 
the Bureau of Census by June 30.1992, 
we will include any resulting changes in 
the list of large urban areas in the final 
rule. 

Table la contains the three national 
standardized amounts that would 
continue to be applicable to most 
hospitals. Table lb sets* forth the 27 
regional standardized amounts that 
would continue to be applicable for 
hospitals located in census areas subject 
to the regional floor. Under section 
1886(d)(9)(A)(ii) of the Act. the national 
standardized payment amount 
applicable to hospitals in Puerto Rico 
consists of the discharge-weighted 
average of the national rural 
standardized amount, the national large 


urban standardized amount, and the 
national other urban standardized 
amount (as set forth in Table la). The 
national average standardized amount 
for Puerto Rico is set forth in Table Ic. 
This table also includes the three 
standardized amounts that would be 
applicable to most hospitals in Puerto 
Rico. 

The methodology for computing the 
national average standardized amounts 
is identical to the methodology for 
determining the regional amounts. 

3. Updating the Average Standardized 
Amounts 

In accordance with section 
1886(d)(3)(A) of the Act, we are 
proposing to update the large urban, 
other urban, and rural average 
standardized amounts using the 
applicable percentage increases 
specified in section 1886(b)(3)(B)(i). 
Section 1886(b)(3)(B)(i)(VUI) of the Act 
(as added by sections 4002 (a) and (c) of 
Public Law 101-508] specifies the 
following update factors for the 
standardized amounts for FY 1993: 

• The market basket percentage 
increase minus 1.55 percentage points 
(that is. 2.75 percent) for hospitals 
located in urban areas. 

• The market basket percentage 
increase minus 0.55 percentage points 
(that is. 3.75 percent) for hospitals 
located in rural areas. 

The percentage change in the market 
basket reflects the average change in the 
price of goods and services purchased 
by hospitals to furnish inpatient care. 
The most recent forecasted hospital 
market basket increase for FY 1993 is 4.3 
percent. 

Although the update factor for FY 
1993 is set by law, we were required by 
section 1886(e)(3)(B) of the Act to report 
to Congress no later than March 1,1992 
on our initial recommendation of update 
factors for FY 1993 for both prospective 
payment hospitals and hospitals 
excluded from the prospective payment 
system. For general information 
purposes, we have included the report to 
Congress as Appendix C to this 
proposed rule. Our proposed 
recommendation on the update factors 
(which is required by sections 
1886(e)(4)(A) and (e)(5)(A) of the Act), 
as well as our responses to ProPACs 
recommendation concerning the update 
factor, is set forth as Appendix D to this 
proposed rule. 

4. Other Adjustments to the Average 
Standardize Amounts 

a. Reclassified Hospitals—Budget 
Neutrality Adjustment Section 
18d6(d)(8)(B) of the Act provides that 
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certain rural hospitals are deemed urban 
effective with discharges occurring on or 
after October 1.1988. In addition, 
section 1886(d)(10) of the Act provides 
for the reclassiHcation of hospitals 
beginning in FY1992 based on 
determinations by the Medicare 
Geographic Classification Review Board 
(MGCRB). Under section 1886(d)(10) of 
the Act a hospital may be reclassihed 
for purposes of the standardized amount 
or the wage index, or both. (See section 
I.A.l of the preamble for a further 
explanation.) 

Section 1886(d)(8)(D} of the Act 
specifies two bu^et neutrality 
objectives that must be met. First the 
FY 1993 urban standardized amounts 
are to be adjusted so as to ensure that 
total aggregate payments under the 
prospective payment system after 
implementation of the provisions of 
sections 1886(d)(8) (B) and (C) and 
I886(d](10) of the Act are equal to the 
aggregate prospective payments that 
would have been made absent these 
provisions. Second, the rural 
standardized amounts are to be adjusted 
to ensure that aggregate payments to 
rural hospitals not affected by these 
provisions neither increase nor decrease 
as a result of implementation of these 
provisions. We note that some rural 
referral centers have been reclassified 
for purposes of the standardized 
amount. The budget neutrality 
adjustment for geographic 
reclassifications does not include the 
cost of paying the rural referral centers 
the other urban standardized amount 
since they are already paid on this 
basis. Rather, the bu^et neutrality 
adjustment includes only the difference 
between the payments to these hospitals 
after reclassification and payments as a 
rural referral center before 
reclassification (for example, higher 
disproportionate share payments or the 
difference between large urban and 
other urban rates, as applicable). Once 
the rural referral center triennial 
reviews are implemented beginning 
October 1.1992 (see section V.B.. 
above), it is likely that several of these 
hospitals will no longer be eligible for 
niral referral center status. At that point, 
it would be appropriate to include the 
coat of paying the hospitals the other 
urban standardized amount in the 
budget neutrality adjustment factor. 
Therefore, in calculating the final FY 
1993 budget neutrality adjustment 
factor, we would identify those hospitals 
that are likely to lose their rural referral 
center status and determine the cost of 
paying them the urban standardized 
amount for the portion of FY 1993 that 
we estimate they would no longer 


qualify as a rural referral center. We 
would include this cost in the budget 
neutrality adjustment factor. The 
following adjustment factors, necessary 
to achieve the requisite budget 
neutrality constraints, were applied to 
the proposed standardized amounts: 


Urt>8n 

Rural 

.987245 

999457 


The adjustment factors are applied to 
the standardized amounts after 
removing the effects of the FY 1992 
budget neutrality adjustment factors. 

We note that the proposed FY 1993 
adjustments reflect wage index and 
standardized amount reclassifications 
approved by the MGCRB or the 
Administrator as of March 3a 1992. The 
effects of any additional reclassification 
changes resulting from appeals and 
review of the MGCRB's decisions for FY 
1993 or from a hospitaPs request for the 
withdrawal of a reclassification request 
will be reflected in the final budget 
neutrality adjustment required under 
section 1886(d)(8)(D) of the Act. 

b. Recalibration of DRG Weights ond 
Updated Wage Index^Budget 
Neutrality Adjustment Section 
lS86(d)(4)(C)(iii) of the Act specifies liat 
beginning in FY 1991, the annual DRG 
reclassifications and recalibration of the 
relative weights must be made in a 
manner that ensures that aggregate 
payments to hospitals are not affected. 
As discussed in section Il.C of the 
preamble, we normalized the 
recalibrated DRG weights by an 
adjustment factor so that the average 
case weight after recalibration is equal 
to the average case weight prior to 
recalibration. While this adjustment is 
intended to ensure that recalibration 
does not affect total payments to 
hospitals, our analysis indicates that the 
normalization adjustment does not 
necessarily achieve budget neutrality 
with respect to aggregate payments to 
hospitals. 

Section 1886(d)(3)(E) of the Act 
specifies that the hospital wage index 
must be updated based on new survey 
data no later than October 1,1990 and 
on an annual basis beginning October 1, 
1993. This provision also requires that 
any updates or adjustments to the wage 
index must be made in a manner that 
ensures that aggregate payments to 
hospitals are not aBected by the change 
in the wage index. 

To comply with the requirement of 
section 1886(d)(4)(C)(iii) of the Act that 
the DRG reclassification changes and 
recalibration of the relative weights be 
budget neutral and the requirement in 


section 1886(d)(3)(E) of the Act that the 
updated wage index be implemented in 
a budget neutral manner, we compared 
aggregate payments using the FY 1992 
relative wei^ts and the wage index 
effective October 1,1991 to aggregate 
payments using the proposed FY 1993 
relative weights and wage index. The 
same methodology was used for the FY 
1992 budget neutrality adjustment. (See 
the discussion in the August 30,1991 
final rule (56 FR 43246).) Based on this 
comparison, we computed a budget 
neutrality adjustment factor equal to 
1.000007. We applied this budget 
neutrality adjustment factor to the 
standardized amounts after removing 
the effects of the FY 1992 budget 
neutrality adjustment. 

In addition, we are proposing to 
continue to apply the same FY 1993 
adjustment factor to the hospital- 
specific rates that are effective for cost 
reporting periods beginning on or after 
October 1.1992, in order to ensure that 
we meet the statutory requirement that 
aggregate payments neither increase nor 
decrease as a result of the 
implementation of the DRG weights and 
updated wage index. (See the discussion 
in the September 4,1990 final rule (55 FR 
36073).) 

c- Retroactive Budget Neutrality 
Adjustment to Reflect FY 1992 Midyear 
Wage Index Corrections, In the 
September 4.1990 final rule (55 FR 
36042), we set forth under { 412.63(1) 
(redesi^ated at $ 412.63(p)) our policy 
for making mid-year corrections in the 
wage index and applying those 
corrections on a prospective basis 
effective with discharges occurring after 
the date the corrections are made. As 
described in that rule, when mid-year 
corrections are made under the 
provisions of 9 412.63(1), the correction 
in the wage index value for the affected 
area is effective prospectively from the 
date the revision is made; however, both 
the corresponding pro8]>ective 
adjustment to the wage index values for 
all other wage areas (to reflect the effect 
of the corrected data on the national 
average hourly wage), and the budget 
neutrality adjustment to the 
standardized amotmts required by 
section 1866(d)(3)(E) of the Act (to 
account for the e^ect on payments of 
the mid-year corrections), are not made 
until the beginning of the next fiscal 
year. 

To account for the effect that mid-year 
corrections in the wage index for FY 
1992 had on program payments for that 
year, we have computed a retroactive 
budget neutrality adjustment factor of 
.999586. This adjustment was computed 
by comparing FY 1992 aggregate 
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payments before the wage data 
corrections were made with aggregate 
payments after the revised wage index 
values were implemented This 
adjustment has been applied to the FY 
1993 standardized amounts after 
removing the effects of the FY 1992 
budget neutrality adjustment for mid¬ 
year wage corrections. 

d Outliers. Section 1886(d](5)(A) of 
the Act requires that, in addition to the 
basic prospective payment rates, 
payments must be made for discharges 
involving day outliers and may be made 
for cost outliers. Section 1886(d)(3)(B) of 
the Act requires that the urban and rural 
standardized amounts be separately 
reduced by the proportion of estimated 
total DRG payments attributable to 
estimated outlier payments for hospitals 
located in urban areas and those located 
in rural areas. Section 1886(d)(9)(B)(iv) 
of the Act requires that the u^an and 
rural standardzed amounts be reduced 
by the proportion of estimated total 
payments made to hospitals in Puerto 
Rico attributable to estimated outlier 
payments. 

Consequently, instead of a tmifonn 
reduction factor applying equally to all 
the standardized amounts, ^ere are two 
separate reduction factors, one 
applicable to the urban national and 
regional standardized amounts and the 
other applicable to the rural national 
and regional standardized amounts. 
Furthermore, sections 1886(d)(5)(AMiv) 
and 1886(d)(9)(D)(i) of the Act direct that 
outlier payments in any year may not be 
less than 5 percent nor more than 6 
percent of total payments projected to 
be made based on the prospective 
payment rates. 

in the August 30,1991 fmal rule, we 
set the outlier thresholds so as to result 
in estimated operating outlier payments 
equal to 5.1 percent of total operating 
prospective payments. We also set the 
same outlier thresholds and offsets for 
the Puerto Rico prospective payment 
standardized amounts as we had for 
hospitals located outside Puerto Rico. 
For FY 1992, the day outlier threshold is 
the geometric mean length of stay for 
each DRG plus the lesser of 32 days or 
3.0 standard deviations. The cost outlier 
threshold is the greater of 2.0 times the 
prospective payment rate for the DRG or 
$44,000 ($40,100 for hospitals that have 
not yet entered the prospective pa 3 rment 
system for inpatient capital-related 
costs). The outlier adjustments for FY 
1992 that were effective for discharges 
on or after October 1,1991 were .944047 
for the urban rates. .979202 for the rural 
rates, and .949722 for the capital Federal 
rate. 

As discussed in section V.A of the 
preamble, we are proposing to establish 


outlier thresholds that would be 
applicable to both inpatient operating 
costs and inpatient capital-related costs. 
The proposed outlier adjustment factors 
applied to the standardise amounts 
and the capital Federal rate for FY 1993 
are as follows: 


UrtMtfi 

standardized 

anxxmt 

Rural 

slarxjardized 

amount 

Capital 
federal rate 

.944626 

.978065 

.9490 


We would apply the proposed outlier 
adjustment factors after removing the 
effects of the FY 1992 outlier adjustment 
factors on the standardized amounts 
and the capital Federal rate. 

We are proposing to continue to set 
the outlier thresholds so as to result in 
estimated outlier payments equal to 5.1 
percent of total prospective payments. 
The model that we use to determine the 
outlier thresholds necessary to target 
our desired outlier payment percentage 
for FY 1993 uses the FY 1991 MEDPAR 
file and the most recent available 
information on hospital-specific 
pa 3 anent parameters (such as the cost- 
to-charge ratios). This information is 
based on the December 31,1991 update 
of the provider-specific file used in the 
PRIC^ program. 

R Adjustments for Area Wage Levels 
and Cost-of-Living 

This section contains an explanation 
of the application of two tirpes of 
adjustments to the adjusted 
standardized amounts that would be 
made by the intermediaries in 
determining the prospectus payment 
rates as describe in section ILD of this 
addendum. For discussion purposes, it is 
necessary to present the adjusted 
standardized amounts divided into labor 
and nonlabor portions. Tables la, lb, 
and Ic. as set forth in this addendum, 
contain the actual labor-related and 
nonlabor-related shares that will be 
used to calculate the prospectus 
payment rates for hospitals located in 
the 50 States, the District of Columbia, 
and Puerto Rico. 

1. Adjustment for Area Wage Levels 

Sections 1866(d)(2)(H) and 
1886(d)(9)(C)(iv) of the Act require that 
an adjustment 1^ made to the labor- 
related portion of the prospective 
payment rates to account for area 
differences in hospital wage levels. This 
adjustment is made by the 
intermediaries by moltiplying the labor- 
related portion of the adjusted 
standardized amounts by the 
appropriate wage index for the area in 
which the hospital is located. In section 


111 of the preamble, we discuss certain 
revisions we are making to the wage 
index. This index is set forth in Tables 
4a through 4c of this addendum. 

2. Adjustment for Cost of Living in 
Alaska and Hawaii 

Section ld86(d)(5)(H] of the Act 
authorizes an adjustment to take into 
account the unique circumstances of 
hospitals in Alaska and Hawaii. Higher 
labor-related costs for these two States 
are taken into account in the adjustment 
for area wages above. For FY 1993. the 
adjustment necessary for nonlabor- 
related costs for hospitals in Alaska and 
Hawaii would be made by the 
intermediaries by multiplying the 
nonlabor portion of the standardized 
amounts by the appropriate adjustment 
factor contained in the table below. 


Table of costof living adjustment factors. 
Alaska and Hawaii Hospitals 


Alaska—All areas—.... 
Hawaii: 

Oahu T--r--.-T-Tr,..rrT-Tt.,rTTr, 

... 1.25 

... 1 225 

.. .. 

. 1 

MauJ ..-_r-TT 

..- . . r. IM 

Molokai_ 

- 1.20 

. 


Hawaii... 

___ 


(Th« abovv factort are baaed on data obtained 
trocB the US. OfTioe of Peraonnel Management) 


C. DRG Weighting Factors 

As discussed in section 11 of the 
preamble, we have developed a 
classification system for all hospital 
discharges, assigning them into DRGs. 
and have developed weighting factors 
for each DRG that are intended to reflect 
the resource utilization of cases in each 
DRG relative to Medicare cases in other 
DRGs. 

Table 5 of section V of this addendum 
contains the weighting factors that we 
propose to use for discharges occurring 
in 1993. These factors have been 
recalibrated as explained in section Il.C 
of the preamble. 

D. Calculation of Prospective Payment 
Rates for FY 1993 

General Formula for Calculation of 
Prospective Payment Rates for FY 1993 

Prospective payment rate for all 
hospitals located outside Puerto Rico 
except sole community hospitals and. 
for cost reporting periods ending on or 
before Mandi 31.1993. Medicare- 
dependent, small niral hospitals 
Federal rate. 

Prospective payment rate for sole 
community hospitals and. for cost 
reporting periods ending on or before 
March 31.1993, Medicare-dependent 
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small rural hospitals = Whichever of 
the rates yields the greatest aggregate 
payment: 100 percent of the Federal 
rate, 100 percent of the FY 1982 
hospitahspeciHc rate, or 100 percent 
of the FY 1987 hospital-specific rate. 
Prospective payment rate for Puerto 
Rico = 75 percent of the Puerto Rico 
rate + 25 percent of a discharge- 
weighted average of the large urban, 
other urban, and rural national rates. 

1. Federal Rate 

For discharges occurring on or after 
October 1,1992 and before October 1. 
1993, except for sole community 
hospitals. Medicare-dependent, small 
rural hospitals (for cost reporting 
periods ending on or before March 31, 
1993). hospitals located in Puerto Rico, 
and hospitals subject to the regional 
floor, the hospital's rate is comprised 
exclusively of the Federal national rate. 
Section 1886{d)(l)(A)(iii) of the Act 
provides that the Federal rate is 
comprised of 100 percent of the Federal 
national rate except for those hospitals 
located in census regions that have a 
regional rate that is higher than the 
national rate. The Federal rate for 
hospitals located in census regions that 
have a regional rate that is higher than 
the national rate equals 85 percent of the 
Federal national rate plus 15 percent of 
the Federal regional rale. For discharges 
occurring on or after October 1.1992, 
rural hospitals in regions 1, II, 111, and IV 
and urban and large urban hospitals in 
regions 1, IV, and VI are affected by the 
regional floor. 

The Federal rates are determined as 
follows: 

Step 1—Select the appropriate 
regional or national adjusted 
standardized amount considering the 
type of hospital and designation of the 
hospital as large urban, other urban, or 
rural (see Tables la and lb, section V of 
this addendum). 

Step 2—^Multiply the labor-related 
portion of the standardized amount by 
the applicable wage index for the 
geographic area in which the hospital is 
located (see Tables 4a. 4b. and 4c, 
section V of this addendum). 

Step 3—For examples in Alaska and 
Hawaii, multiply the nonlabor-related 
portion of the standardized amount by 
the appropriate cost-of-living adjustment 
factor. 

Step 4—Add the amount from Step 2 
and the nonlabor-related portion of the 
standardized amount (adjusted if 
appropriate under Step 3). 

Step 5—Multiply the final amount 
from Step 4 by the weighting factor 
corresponding to the appropriate DRG 
(see Table 5. section V of this 
addendum). 


2. Hospital-Specific Rate (Applicable 
Only to Sole Community Hospitals) 

Section 1886(d)(5)(D)(i) of the Act 
provides that sole community hospitals 
are paid based on whichever of the 
following rates yields the greatest 
aggregate payment: the Federal rate 
(subject to the regional floor), the 
updated hospital-specific rate based on 
FY 1982 cost per discharge, or the 
updated hospital-specific rate based on 
FY 1987 cost per discharge. Under 
section 1886(d)(5)(G) of the Act. 
Medicare-dependent smaU rural 
hospitals are eligible for special 
payment under the prospective payment 
system for cost reporting periods 
beginning or after April 1.1990 and 
ending on or before March 31.1993 using 
the same formula applicable to sole 
community hospitals. 

Hospital-specific rates have been 
determined for each of these hospitals 
based on both the FY 1982 cost per 
discharge and the FY 1987 cost per 
discharge. For a more detailed 
discussion of the calculation of the FY 
1982 hospital-specific rate and the FY 
1987 hospital-specific rate, we refer the 
reader to the September 1,1983 interim 
final rule (48 FR 39772); the April 20, 

1990 final rule with comment (55 FR 
15150); and the September 4,1990 final 
rule (55 FR 35994). 

a. Updating the FY 1962 and FY 1967 
Hospital-Specific Rates for FY 1993 Cost 
Reporting Periods. For cost reporting 
periods beginning on or after October 1, 

1992, we are proposing to increase the 
hospital-specific rates by 4.3 percent 
(the hospital market basket percentage 
increase) for sole community hospitals 
located in all areas. The update, which 
is effective for cost reporting periods 
beginning in FY 1993, is not applicable 
to Medicare-dependent small rural 
hospitals since the provision ends with 
cost reporting periods ending after 
March 31.1993.) Section 1886(b)(3)(C)(ii) 
of the Act (as amended by section 
4002(c)(2)(A)(ii) of Pub. L 101-508) 
orovidy that the update factor 
applicable to the hospital-specific rates 
for sole community hospitals equals the 
update factor provided under section 
1886(b)(3)(B)(ii) of the Act. which, for 
cost reporting periods beginning in FY 

1993. is the market basket rate of 
increase. 

b. Calculation of Hospital-Specific 
Rate. For sole community hospital cost 
reporting periods beginning on or after 
October 1,1992 and before October 1, 
1993. the applicable hospital-specific 
rate would be calculated by multiplying 
a hospital's hospital-specific rate for the 
preceding cost reporting period by the 
applicable update factor (that is. 4.3 


percent). In addition, the hospital- 
specific rate would be adjusted by the 
budget neutrality adjustment factor (that 
is. 1.000007) as discussed in section 

II. A.4.b of this addendum. This resulting 
rate would be used in determining under 
which rate a sole community hospital is 
paid for its cost reporting period 
beginning on or after October 1,1992, 
based on the formula set forth above. 

3. General Formula for Calculation of 
Prospective Payment Rales for Hospitals 
Located in Puerto Rico Beginning On or 
After October 1.1992 and before 
October 1,1993 

a. Puerto Rico Rate. The Puerto Rico 
prospective payment rate is determined 
as follows: 

Step 1—^Select the appropriate 
adjusted average standardized amount 
considering the large urban, other urban, 
or rural designation of the hospital (see 
Table Ic, section V of the addendum). 

Step 2—Multiply the labor-related 
portion of the standardized amount by 
the appropriate wage index (see Tables 
4a and 4b, section V of the addendum). 

Step 3—Add the amount from Step 2 
and the nonlabor-related portion of the 
standardized amount 

Step 4—Multiply the result in Step 3 
by 75 percent 

Step 5—Multiply the amount from 
Step 3 by the weighing factor 
corresponding to the appropriate DRG 
weight (see Table 5, section V to the 
addendum). 

b. National Rate. The national 
prospective payment rate is determined 
as follows: 

Step 1—Multiply the labor-related 
portion of the national average 
standardized amount (see Table Ic, 
section V of the addendum) by the 
appropriate wage index. 

Step 2—Add the amount from Step 1 
and the nonlabor-rclated portion of the 
national average standardized amount 

Step 3—Multiply the result in Step 2 
by 25 percent. 

Step 4—Multiply the amount from 
Step 3 by the weighing factor 
corresponding to the appropriate DRG 
weight (see Table 5, section V of the 
addendum). 

The sum of the Puerto Rico rate and 
the national rate computed above equals 
the prospective payment for a given 
discharge for a hospital located in 
Puerto Rico. 

III. Proposed Changes to Payment Rates 
for Inpatient Capital-Related Costs for 
FY1993 

The prospective payment system for 
hospital inpatient capital-related costs 
was implemental for cost reporting 
periods beginning on or after October 1. 
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1991. Effective with that cost reporting 
period, hospital inpatient capital related 
costs are paid during a 10-year 
transition period extending through FY 
2001 on the basis of an increasing 
proportion of the capital prospective 
payment system Federal rate and a 
decreasing proportion of the historical 
costs for capital as described below. 

The basic methodology for 
determining Federal capital prospective 
rates is set forth at 5 5 412.308-412.352 
of the regulations. Below we discuss the 
manner in which we propose to change 
the factors used for determining the 
Federal rate and the hospital-specific 
rate. The rate changes would be 
effective for discharges occurring on or 
after October 1.1992. 

The FY 1992 standard Federal 
payment rate for capital-related costs 
under the prospective payment system 
was computed by updating the FY 1989 
Medicare inpatient capital cost per case 
by an actuarial estimate of the increase 
in Medicare inpatient capital costs per 
discharge. The standard Federal rate is 
updated each year for increases in 
capital-related costs as provided in 
§ 412.308(c)(1). Also, § 412.308(c)|2) 
provides that the Federal rate is 
adjusted annually by a factor equal to 
the estimated additional payments 
under the Federal rate for outlier cases, 
determined as a proportion of total 
capital payments under the Federal rate. 
For FY 1992 through FY 2001. 
i 412.308(c)(3) requires that the Federal 
rate be reduced by an adjustment factor 
equal to the estimated additional’ 
payments made for exceptions under 
§ 412.348. Section 412.308(c)(4)(ii) 
requires that the Federal rate 
adjusted so that estimated aggregate 
payments after any changes resulting 
from the annual DRG reclassification 
and the recalibration of DRG weights 
and in the geographic adjustment factor 
are budget neutral. For FY 1992 through 
FY 1995, § 412.352 requires that the 


Federal rate is also adjusted by a budget 
neutrality factor, so that estimated 
aggregate payments for inpatient 
hospital capital costs will equal 90 
percent of the estimated payments that 
would have been made for capital- 
related costs on a reasonable cost basis 
during the fiscal year. 

The hospital-specific rate for each 
hospital was calculated by dividing the 
hospitafs Medicare inpatient capital- 
related costs for a specified base year 
by its Medicare discharges (adjusted for 
transfers), and dividing the result by the 
hospitafs case mix index (also adjusted 
for transfers). The resulting case-mix 
adjusted average cost per discharge was 
then updated to FY 1992 based on the 
national average increase in Medicare's 
inpatient capital cost per discharge and 
adjusted by the exceptions payment 
reduction factor and the budget 
neutrality adjustment factor to yield the 
FY 1992 hospital-specific rate. The 
hospital-specific rate is'updated each 
year for inflation and for changes in the 
exceptions payment adjustment factor 
and the budget neutrality adjustment 
factor. 

To determine the appropriate budget 
neutrality adjustment factors and the 
exceptions reduction factor, we 
developed a dynamic model of Medicare 
inpatient capital- related costs, that is, a 
model that projects changes in Medicare 
inpatient capital-related costs over time. 
The model and its application are more 
fully described in Appendix B. 

in accordance with section 
1886(d)(9)(A) of the Act. under the 
prospective payment system for 
inpatient operating costs, hospitals 
located in Puerto Rico are paid under a 
special payment formula. These 
hospitals are paid a blended rate that 
takes into account their geographical 
designation and is comprised of 75 
percent of the applicable standardized 
amount speciflc to Puerto Rico hospitals 
and 25 percent of the applicable 


national average standardized amount. 
Section 412.374 provides for the use of 
this blended payment system for 
payments to Puerto Rico hospitals in the 
prospective payment system for 
inpatient capital-related costs. 
Accordingly, for capital-related costs we 
compute a separate payment rate 
speciflc to Puerto Rico hospitals using 
the same methodology used to compute 
the national rate for capital-related 
costs. Hospitals in Puerto Rico are paid 
based on 75 percent of the Puerto Rico 
rate and 25 percent of the Federal rale. 

A, Determination of Federal Inpatient 
Capital-Related Prospective Payment 
Rate Update 

1. Standard Federal Rate Update 

Section 412.308(c)(l)(i) provides that 
for FY 1993 through FY 1995, the 
standard Federal rate is updated on the 
basis of a lagged two-year moving 
average of actual increases in Medicare 
inpatient capital-related costs per 
discharge. The two-year moving average 
is based on the actual increase, adjusted 
for case-mix index change, in Medicare 
inpatient capital-related costs per case 
for the flscal years three and four years 
before the flscal year in question. For FY 
1993, the increase is bas^ on the 
increase in Medicare inpatient capital- 
related costs per case between FY 1968 
and FY 1990. These are the most recent 
flscal years for which cost report data 
are available. To determine the amount 
of the increase, we apportioned a 
hospital's costs and discharges to each 
flscal year based on the number of 
months in the hospital's cost reporting 
period that occurred during the 
applicable flscal year. Thus, an 
individual hospital may have more than 
one cost report included in the 
calculation. 

We are proposing that the FY 1993 
update for the Federal rate will be 3.76%. 
liie following chart shows how this 
figure was computed: 


Capital per Case Increase from Cost Report Data 


FY 

Number of cos! 
reports 

Average capital cost per 
case 

Perceni tocrease 

Observed case mix 
increase (percent) 

Adjustment to case mix 
increase (percent) 

1988... 

6356 

$485.75 





1989.-. 

6282 

518.90 

683 


2.52 

• 

1990......__ 

5155 

547.23 

546 


0 85 

122 

FY 

Adjusted case mix (percent) 

Case mix adjusted mcrease 

Average two year irKrease (perceni) 

1989....... 


252 



4.20 



1980... 


2.06 



331 


376 


This computation was based on 
incomplete cost report data from FY 


1990. As the above chart suggests, some included in the Hospital Cost Report 

hospital cost reports are not yet Information System (HCRIS). We expect 
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data from those cost reports to become 
available on HCRIS before we publish 
the final rule. We will therefore 
recalculate the FY1993 update factor on 
the basis of complete FY 1990 cost 
report data for the final rule. We note 
that the proposed FY 1993 update factor 
is 2.21 percentage points lower than the 
update factor of 5.97 percent which we 
projected from the capital acquisitions 
model for FY 1993. 

2. Outlier Payment Adjustment Factor 

Section 412.312(c] establishes a 
unified outlier methodology for inpatient 
operating and inpatient capital-related 
costs. A single set of thresholds is used 
to identify outlier cases for both 
inpatient operating and inpatient 
capital-related payments. Outlier 
payments are made only on the portion 
of the Federal rate that is used to 
calculate the hospitars inpatient capital- 
related payments (for example. 20 
percent for cost reporting periods 
beginning in FY 1993 for hospitals paid 
under the fully prospective 
methodology). Section 412.308(c)(2) 
provides that the standard Federal rate 
for inpatient capital-related costs be 
reduced by an adjustment factor equal 
to the estimated additional payments 
under the Federal rate for outlier cases, 
determined as a proportion of inpatient 
capital-related payments under the 
Federal rate. The outlier thresholds are 
set so that 5.1 percent of estimated 
inpatient operating payments are paid 
as outlier payments, llie inpatient 
capital-related outlier reduction factor is 
then set according to the estimated 
inpatient capital-related outlier 
payments that would be made if 
hospitals were all paid according to 100 
percent of the Federal rate. It is 
appropriate, for purposes of calculating 
the outlier thresholds and the outlier 
reduction factor, to model all hospitals 
as if paid 100 percent of the Federal rate. 
This is because, as explained above, 
outlier payments are made only on the 
portion of the Federal rate that is 
included in the hospital's inpatient 
capital-related payments. 

For FY 1992, we estimated that outlier 
payments would equal 5.03 percent of 
inpatient capital-related payments 
based on the Federal rate. Accordingly, 
we applied an outlier adjustment factor 
of .9497 to the Federal rate. Based on the 
proposed thresholds as set forth in 
section VI of the preamble, we estimate 
that outlier payments will equal 5.10 
percent of inpatient capital-related 
payments based on the Federal rate in 
FY 1993. We are therefore proposing an 
outlier adjustment factor of 0.9490 to the 
Federal rate. The outlier reduction 
factors are not built permanently into 


the rates; that is. they are not applied 
cumulatively in determining the Federal 
rate. Therefore the net change in the 
outlier adjustment to the Federal rate for 
FY 1993 is 0.9490/.9497 or 0.9993. Thus, 
the higher outlier payment percentage 
will reduce the FY 1993 Federal rate by 
.07 percent (1—0.9993) compared with 
the FY 1992 outlier adjustment 

3. Budget Neutrality Adjustment Factor 
for Changes in DRG Weight and the 
Geographic Adjustment Factor 

Section 412.308(c)(4)(ii) requires that 
the Federal rate be adjusted so that 
estimated aggregate payments for the 
fiscal year based on any changes 
resulting from the annual 
recIassiHcation and recalibration of the 
DRG weights and in the geographic 
adjustment factor equal estimated 
aggregate payments that would have 
been made on the basis of the Federal 
rate without such changes. We used the 
actuarial model descril^d in Appendix 
B to estimate the aggregate payments 
that would have been made on the basis 
of the Federal rate without changes in 
the DRG classifications and weights and 
in the geographic adjustment factor. We 
also used the model to estimate 
aggregate payments that would have 
been made on the basis of the Federal 
rate as a result of those changes. We 
used these figures to compute the 
adjustment in DRG weights and in the 
geographic adjustment factor. For FY 
1993, we are estimating that a budget 
neutrality factor of 0.9906 is necessary 
for this purpose. We note that this factor 
accounts only for changes due to DRG 
classification changes and recalibration 
and in the geographic adjustment factor. 
It does not account for changes in 
payments due to changes in the 
disproportionate share and Indirect 
medical education adjustment factors. It 
incorporates the effects on the 
geographic adjustment factor of FY 1993 
geographic reclassification decisions 
made by the MGCRB compared to FY 
1992 decisions. 

4. Budget Neutrality Factor to Assure 
Aggregate Payments Equal 90 Percent of 
Reasonable Cost Pa3mient8 

As amended by section 4001(b) of 
Public Law 101-508. section 
1886(g)(1)(A) of the Act requires that 
aggregate pa>'ments made each year in 
FY 1992 through FY 1995 for hospital 
inpatient services be reduced in a 
manner that results in savings 
equivalent to 10 percent of what HCFA 
estimates would have been payable on a 
reasonable cost basis for inpatient 
capital-related costs in that year. The 
Conference Committee report 
accompanying Public Law 101-506 


indicated that prior to the fiscal year, 
the Secretary may estimate the budget 
neutrality adjustment based on the best 
available information (H.R. Conf. Rep. 
No. 964.101st Cong.. 2nd Sess. 691 
(1990)). In keeping with the legislation, 
no retroactive increase or decrease is 
made if aggregate payments are greater 
than or less than 90 percent of actual 
Medicare inpatient capital-related costs 
for that year. 

Section 412.352 of the regulations 
provides that HCFA determines an 
adjustment to the hospital-specific rate 
and the Federal rate proportionately, so 
that the estimated payments for capital 
in each year from ^ 1992 through FY 
1995 will equal 90 percent of what would 
have been payable that year on a 
reasonable cost basis, llie effect of this 
provision is that the savings required 
under section 1886(g)(1)(A) of the Act 
are realized entirely through a reduction 
in payment for capital costs in FY 1992 
through FY 1995. 

For FY 1992. we determined that a 
budget neutrality factor of 0.9602 was 
required, so that aggregate payments for"* 
inpatient capital-related costs would 
equal 90 percent of what would have 
been payable on a reasonable cost basis 
in that year. As we explain in Appendix 
E there was practically no capital data 
available for use in setting the capital 
budget neutrality factor for FY 1992. We 
now have available some data that can 
be used directly in the determination of 
the budget neutrality factor. For FY 1993, 
we are using an actuarial model that 
integrates the available data with 
results from the FY 1992 capital 
acquisition model for items for which 
data are still missing. On the basis of 
the integrated model, we now estimate 
that capital-PPS payments for FY 1992 
will equal approximately 92.09 percent 
of what we estimate would have been 
payable on a reasonable cost basis for 
inpatient capital-related costs in FY 
1992. In other words, we now estimate 
that capital-PPS payments for FY 1992 
will exceed the 90 percent budget 
neutrality tai^get by approximately 2.09 
percentage points. 

We believe that there are at least two 
reasons for the difference between our 
estimate in the final rule for FY 1992 and 
the estimate based on the most recent 
data. One reason is that more hospitals 
appear to be qualifying as high cost 
hospitals receiving payment under the 
hold-harmless methodology than we 
originally estimated. In the preamble to 
the final rule, we estimated that 29 
percent of hospitals subject to the 
capital-PPS system would qualify for 
hold-harmless payments. On the basis of 
the data now available, our actuarial 
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model estimates that about 36 percent of 
hospitals are qualifying for hold- 
harmless payments in FY1992, Another 
reason is that exceptions pajinents 
appear to be higher than we previously 
estimated. On the basis of the data now 
available, the actuarial model estimates 
that more hospitals will receive 
exceptions payments, and that they will 
receive higher payments, than we 
anticipated on the basis of our original 
model simulations for FY 1992. Since the 
budget neutrality and exceptions 
reduction factors interact, the revised 
estimate of exceptions payments for FY 
1992 has an effect on the determination 
of the budget neutrality factor. 

While we do not retroactively adjust 
budget neutrality factors for previous 
years to account for revisions in our 
estimates, we do employ the information 
obtained through our monitoring efforts 
to reHne the budget neutrality 
adjustment for subsequent years. Thus, 
we have used the most recently 
available data to establish the proposed 
budget neutrality adjustment for FY 
1993. For FY 1993, we are proposing a 
budget neutrality factor of 0.9564 to 
realize the required expenditure level. 
The budget neutrality factors are not 
built permanently into the rates; that is, 
the factors are not applied cumulatively 
in determining the Federal rate. The net 
adjustment to the FY 1993 Federal rate 
would therefore be .9564/.9602 or .9960. 
We will continue to integrate newly 
available data with the results from the 
model used in FY 1992, and we will 
recalculate the budget neutrality factor 
on the basis of all the data available at 
the time we publish the final rule. 

5. Exceptions Payment Adjustment 
Factor 

Section 412.3O0(c)(3] requires that the 
standard Federal rate for inpatient 
capital-related costs be reduced by an 
adjustment factor equal to the estimated 
additional payments for exceptions 
under § 412.348 determined as a 


proportion of total payments under the 
hospital-specific rate and Federal rate. 
The model developed for determining 
the budget neutrality adjustment factor 
is also used to estimate payments under 
the exceptions payment process and to 
determine the exceptions payment 
adjustment factor. 

For FY 1992, we estimated that 
exceptions payments would equal 1.87 
percent of aggregate payments based on 
the Federal rate and the hospital- 
specific rate. Therefore, we applied an 
exceptions reduction factor of .9813 (1- 
0.0187) in determining the Federal rate. 
For FY 1993, we estimate that 
exceptions payments v^l equal 3.9 
percent of aggregate payments based on 
the Federal rate and the hospital- 
specific rate. Therefore, we propose to 
apply an exceptions reduction factor of 
0.9610 to determine the FY 1993 Federal 
rate. The exceptions reductions factors 
are not built permanently into the rates; 
that is, the factors are not applied 
cumulatively in determining the Federal 
rate. The net adjustment to the FY 1993 
Federal rate is therefore .9610/.9813, or 
.9793. 

6. Standard Federal Rate for FY 1993 

For FY 1992, the Federal rate was 
$415.59. With the changes we are 
proposing to the factors used to 
establish the Federal rate, we are 
proposing that the FY 1993 Federal rate 
will be $416.36. The changes are 
calculated as follows: 

• The FY 1993 update factor would be 
1.0376. 

• The FY 1993 outlier adjustment 
factor would be 0.9490. 

• The FY 1993 budget neutrality 
adjustment factor that is applied to the 
standard Federal payment rate for 
changes in the DRG relative weights and 
in the geographic adjustment factor 
would be 0.9906. 

• The FY 1993 budget neutrality 
adjustment factor that is applied to the 
standard Federal payment rate and the 


hospital-specific rate to assure that 
aggregate payments equal 90 percent of 
payments that would have been made 
on a reasonable cost basis would be 
0.9564. 

• The FY 1993 exceptions payments 
adjustment factor would be 0.9610. 

Since the Federal rate has already 
been adjusted for differences in case 
mix, wages, cost-of-living, indirect 
medical education costs, and payments 
to hospitals serving a disproportionate 
share of low-income patients, we 
propose to make no additional 
adjustments in the standard Federal rate 
for these factors other than the budget 
neutrality factors for changes in the 
DRG relative weights and the 
geographic adjustment factor. 

We are providing below a comparison 
of the proposed rate calculation that 
accounts for changes in the Federal rale 
from FY 1992. At each step, dollar 
amounts are shown to illustrate the 
cumulative effect on the Federal rate of 
each adjustment factor, and the 
difference in the effect of each 
adjustment factor between the final FY 
1992 rate and the proposed rate for FY 
1993. The cumulative percent change 
column shows the difference, to that 
point in the table, between the rate in 
FY 1992 and the proposed rate for FY 
1993. 

The 1993 update increases the Federal 
rate 3.76 percent compared to the rate In 
FY 1992 while the geographic and DRG 
budget neutrality factor decrease the 
Federal rate by 0.94 percent. The 
exceptions reduction factor decreases 
the proposed Federal rate by 2.07 
percent compared to the exceptions 
reduction for FY 1992. The budget 
neutrality adjustment factor reduces the 
proposed FY 1993 rate by 0.40 percent 
compared to the budget neutrality 
reduction in FY 1992. The combined 
effect of all the proposed changes is to 
increase the proposed Federal rate by 
0.19 percent compared to the Federal 
rate for FY 1992. 


Comparison of Federal Rate Calculation From FY 92 Final Rule to FY 93 Proposed Rule 



Cost per 
discharge 

Percent 
change from 
FY 19W rate 

Cumuiaiive 
percem 
change from 
FY 1^2 rate 

FY 89 cost p6f discharge.........—........, 

$527 22 



fy S9 cost per discharge updated to 92, adjusted to^ traristers arid peyrrienl parameters . 

464 42 



93 update factor 

FY 92... . _ __ _ _____ 

464.42 



FY 93- 1 _______-._ -.-.-. 

481 88 

-*^3.76 

-^3.76 

GAF/DRG budget neutrahty factor: 

FY 92- 1 0000 . - . __ ____ 

464 42 

FY 93: 0.9906.__________ 

477.35 

-0.94 

“^2-78 

OufHer reductioo factor: 

PVO>nQ^Q7 ,,,,,, ___ ,. .- __. 

441.06 


FY 93: 0 9490.. .. ----- - --- 

453.01 

-007 

^2 71 
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Comparison of Federal Rate Calculation From FY 92 Final Rule to FY 93 Proposed Rule—C ontinued 



Cost per 
discharge 

Percent 
change from 
FY 1992 rate 

Cumulative 
percent 
change from 
FY 1992 rate 

Exceptions reduction (actor 

FY 92: 0.9813. 

432.81 

435.34 

415.59 

41636 

415.59 

416.36 



FY 93: 0.9610... ............... 

-2.07 

-^0.58 

Budget neutrality reduction factor 

FY 92: 0.9602............. 

FY 93: 0 9564___________ 

-0.40 

-♦-0.19 

Net change: 

FY 92 rale............. 

FY 93 rate................. 

-♦-0.19 





We have refined our proposed budget 
neutrality and exceptions reduction 
factors for FY 1993 on the basis of the 
most recent data at our disposal. We 
have not retroactively adjusted the 
Federal rate for FY 1992 in determining 
the proposed rate for FY 1993. We are 
providing a chart that demonstrates how 
our proposed FY 1993 Federal rate 
differs from the projection we made 
when we published the final rule for the 
capital prospective payment system on 
August 30.1991. At that time, we 
projected that the Federal rate for FY 
1993 would be $430.17. This projection 
was based on an anticipated update 
factor of 1.0579. and expected 
exceptions reduction and budget 
neutrality factors of 0.9605 and 0.9582. 
respectively. Our proposed FY 1993 
Federal rate of $416.36 is 3.21 percent 


lower than our August 1991 projection. 
As the chart shows, there are two major 
reasons for the difference between the 
projection and our current proposal. 
First, our projection did not include the 
budget neutrality factor for changes in 
DRG weights and in the geographic 
adjustment factor. Application of this 
factor in determining the proposed rate 
for FY 1993 accounts for a 0.94 percent 
reduction. The other reason is.that the 
update factor used to compute the 
proposed rate is 2.21 percentage points 
lower than the update factor we used in 
our projection. This accounts for a 2.09 
percent reduction in the proposed rate 
for FY 1993 compared with the projected 
rate. As we discuss in section III.A.l of 
this Addendum, the update factor for FY 
1993 is the average of the actual 
increases in Medicare inpatient capital- 


related costs per case between FY 1988 
and FY 1990. The average capital cost 
per case for FY 1990 is lower than we 
originally anticipated. However, the FY 
1990 average we have employed in 
developing the proposed FY 1993 
Federal rate is based upon as yet 
incomplete cost report data for FY 1990. 
We expect to have complete FY 1990 
cost report data available before we 
publish the final rule. We will therefore 
recalculate the FY 1993 update factor on 
the basis of complete FY 1990 data for 
the final rule. Also, we note that 
although the proposed Federal rate is 
only .19 percent higher than the FY 1992 
rate, total payments per case under the 
capital prospective payment system are 
projected to increase 7.57 percent. 


Comparison of Federal Rate Calculation August 1991 Projection and FY 1993 Rate 



Cost per 
discharge 

Percent 
change from 
protected rate 

Cumulative 
percent 
dwige from 
projected rate 

FY 89 cost per discharge................. 

%S2722 

464.42 



FY 89 cost per discharge updated to FY 92. adiusted for transfers and payment parameters_..._____«... 

Update factor. 




Proiection: 1.0597................ 

Proposed FY 1993; 1.0376.... ....... 

492.15 

481.86 

-2.09 

-2.09 

GAF/DRG budget neutrality adjustment factor: 

Projectioo: —.......... ...... 

Proposed FY 1993; 0.9906............. 

492.15 

477.35 

-0.94 

-3.01 

Outlier adjustment (actor 

Protection: 0.9497.......... 

467.39 

453.01 



Proposed FY 1993: 0.9490....,.. .. 

-007 

-308 

Exceptions reduction factor 

Projection; 0.9605.................. 

448 93 
435 34 



Proposed FY 1993: 0.9610.... ...... 

^^0.05 

-3.03 

Budget neutrality factor 

Protection; 0 9582.,. ,____ 

Proposed FY 1993; 0.9564........ 

Net change: 

430.17 

416.36 

-0.19 

-3.21 

Projected Federal Rate:.. ....,.. . . , , , , ..... , , , 

430.17 

41636 



FY 1993 Proposed Federal Rate. ^ ...,........ 

-3.21 





7. Special Rate for Puerto Rico Hospitals 

For FY 1992, the special rate for 
Puerto Rico hospitals was $319.68. With 
the changes we are proposing to the 
factors used to determine the rate, we 


are proposing that the FY 1993 special 
rate for Puerto Rico will be $320.27. 


B, Determination of Hospital-Specific 
Rate Update 

Section 412.328(e) of the regulations 
provides that the hospital-specific rate 
each year be determined by adjusting 
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the FY1992 hospital-speciHc rate by the 
following factors: 

1. Hospital-SpeciHc Rate Update Factor 

The hospital specific rate is updated 
in accordance with the update factor for 
the standard Federal rate determined 
under § 412.308(c)(1). For FY 1993. we 
are proposing that the hospital-specific 
rate be updated by a factor of 1.0376. 

2. Exceptions Payment Adjustment 
Factor 

For FY 1992 through FY 2001. the 
updated hospital-speciflc rate is reduced 
by an adjustment factor equal to the 
estimated additional payments for 
capital-related costs for exceptions 
under 9 412.348, determined as a 
proportion of the total amount of 
payments under the hospital-specific 
rate and the Federal rale. For FY 1993, 
we estimate that exceptions payments 
will be 3.9 percent of aggregate 
payments based on the Federal rate and 
the hospital-specific rate. We therefore 


propose that the updated hospital- 
speidfic rate be reduced by a factor of 
0.9610. The exceptions reductions 
factors are not built permanently into 
the rates; that is, the factors are not 
applied cumulatively in determining the 
hospital-specific rate. The net 
adjustment to the FY 1993 hospital- 
specific rate is therefore .9610/.9813 or 
.9793. 

3. Budget Neutrality Adjustment Factor 

For FY 1992 through FY 1995. the 
updated hospital specific rate is 
adjusted by a budget neutrality 
adjustment factor determined under 
9 412.352 of the regulations so that 
estimated aggregate payments under the 
capital prospective payment system will 
equal 90 percent of what would have 
been payable on a reasonable cost 
basis. (The budget neutrality adjustment 
for changes in the DRG relative weights 
and in the ^ographic adjustment factor 
is not applied to the hospital-specific 


rate.) For FY 1993. we are proposing a 
budget neutrality factor of 0.9564. The 
budget neutrality factor is not built 
permanently into the rates; that is, the 
factor is not applied cumulatively in 
determining the hospital-specific rate. 
The net adjustment to the FY 1993 
hospital-specific rate is therefore .9564/ 
.9602 or .9960. 

4. Net change to Hospital-Specific Rate 

We are providing a chart below to 
show the proposed net change to the 
hospital-specific rate. The chart shows 
the factors for FY 1992 and FY 1993 and 
the net adjustment for each factor. It 
also shows that the proposed 
cumulative net adjustment from FY 1992 
to FY 1993 is 1.0121, which represents an 
increase of 1J21 percent to the hospital- 
specific rate. The proposed FY 1993 
hospital-specific rate for each hospital 
can be determined by multiplying the FY 
1992 hospital-specific rate by the 
cumulative net adjustment of 1.0121. 


Proposed FY 1993 Update and Adjustments to Hospital—Speofic Rates 




Net 

adjustment 

Percent 

change 

update factor 

FY 92.... 

10376 

0.9613 

09610 

0.9602 

09664 

0.9422 

0.9537 



FY Q3 *** . 

i.0376 

-♦-3.76 

Exceptions payment adjustment factor 

FY92.. .._ 

FY93..... 

o57m' 

11lo7 

Budget neutrality factor: 

FY 92.. . _ ^ 

FY 93... ....... 

0.9960 

Toso 

Cumulative adjustments: 

FY 92.... ... ... „ 

FY93. _ ... _ ___ __ 

1.0121 

+ 1.21 



C. Calculation of Inpatient Capital- 
Related Prospective Payments for FY 
1993 

During the capital prospective 
payment system transition period, a 
hospital is paid for the inpatient capital- 
related costs under one of two 
alternative payment methodologies: The 
fully prospective payment methodology 
or the hold-harmless methodology. The 
payment methodology applicable to a 
particular hospital is determined when a 
hospital comes under the prospective 
payment system for capital-related costs 
by comparing its hospital-specific rate to 
the Federal rate applicable to the 
hospital's first cost reporting period 
under the prospective payment system. 
The applicable Federal rate is 
determined by adjusting: 

• For outliers by dividing the 
standard Federal rate by the outlier 
reduction factor for that fiscal yean and. 


• For the payment adjustment factors 
applicable to the hospital (that is. the 
hospital's geographic adjustment factor, 
the disproportionate share adjustment 
factor, and the indirect medical 
education adjustment factor, where 
appropriate). If the hospital-specific rate 
is above the applicable Federal rate, the 
hospital is paid under the hold-harmless 
methodology. If the hospital-specific rate 
is below the applicable Federal rate, the 
hospital is paid under the fully 
prospective methodology. 

For purposes of calculating payments 
for each discharge under both the hold- 
harmless payment methodology and the 
fully prospective payment methodology, 
the standard Federal rate is adjusted as 
follows; 

(Standard Federal Rate) X (DRG 
weight) X (Geographic Adjustment 
Factor) X (Large Urban Add-on. if 
applicable) X (for hospitals located in 
Alaska and Hawaii, COLA 


adjustment) X (1 -f Disproportionate 
Share Adjustment Factor -i- Indirect 
Medical Education Adjustment Factor, 
if applicable). 

The result is termed the adjusted 
Federal rate. 

Payments under the hold-harmless 
methodology are determined under one 
of two formulas. A hold-harmless 
hospital is paid the higher of: 

• 100 percent of the adjusted Federal 
rate for each discharge; or 

• An old capital payment equal to 85 
percent (100 percent for sole community 
hospitals) of the hospital's allowable 
Medicare inpatient old capital costs per 
discharge for the cost reporting period 
plus a new capital payment based on a 
percentage of the adjusted Federal rate 
for each discharge. The percentage of 
the adjusted Federal rate equals the 
ratio of the hospital's allowable 
Medicare new capital costs to its total 
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Medicare inpatient capital-related costs 
in the cost reporting period 

Once a hospital receives payment 
based on 100 percent of the adjusted 
Federal rate in a cost-reporting period 
beginning on or after October 1.1093 (or 
the first cost reporting period after 
obligated capital that is recognized as 
old capital under § 412.302(c] is put in 
use for patient care, if later), the hospital 
continues to receive capital prospective 
payment system payments on that basis 
throughout the transition period. 

Payment for each discharge under the 
fully prospective methodology is the 
sum of: 

• The hospital-specific rale multiplied 
by the DRG relative weight for the 
discharge and by the applicable 
hospital-specific transition blend 
percentage for the cost reporting period; 
and 

• The adjusted Federal rate multiplied 
by the Federal transition blend 
percentage. 

The blend percentages for cost 
reporting periods beginning in FY 1993 
are 20 percent of the adjusted Federal 
rate and 80 percent of the hospital- 
specific rate. 

Hospitals may also receive outlier 
payments for those cases that qualify 
under the thresholds established for 
each fiscal year. Section 412.312(c) 
provides for a single set of thresholds to 
identify outlier cases for both inpatient 
operating and inpatient capital-related 
payments. Outlier payments are made 
only on that portion of the Federal rate 
that is used to calculate the hospital's 
inpatient capital-related payments. For 
fully prospective hospitals, that will be 
20 percent of the Federal rale for 
discharges occurring in cost reporting 
periods beginning during FY 1993. Thus, 
a fully prospective hospital will receive 
20 percent of the capital-related outlier 
payment calculated for the case for 
discharges occurring in cost reporting 
periods beginning in FY 1993. For hold 
harmless hospitals paid 85 percent of 
their reasonable costs for old inpatient 
capital, the portion of the Federal rate 
that is included in the hospitars outlier 
payments is based on the hospital's 
ratio of Medicare inpatient costs for new 
capital to total Medicare inpatient 
capital costs. For hold-harmless 
hospitals that are paid 100 percent of the 
Federal rate, 100 percent of the Federal 
rate is included in the hospital's outlier 
payments. 

The proposed rules to establish outlier 
thresholds for FY 1993 are published in 
section V.A of the preamble to this 
proposed rule. For FY 1993, we are 
proposing that a case qualifies as a cost 
outlier if the cost for the case (after 
standardization for the indirect teaching 


adjustment and disproportionate share 
adjustment) is greater than the larger of 
2.0 times the prospective payment rate 
for the case or $34,500. We are also 
proposing that a case qualifies as a day 
outlier for FY 1993 if the length of stay is 
greater than the geometric mean length 
of stay for the DRG plus the lesser of 
three standard deviations of the length 
of stay or 23 days. 

During the capital prospective 
payment system transition period, any 
hospital may also receive an additional 
payment under an exceptions process if 
its total inpatient capital-related 
payments are less than a minimum 
percentage of its allowable Medicare 
inpatient capital-related costs. The 
minimum payment level is established 
by class of hospital under § 412.348. The 
minimum payment levels for portions of 
cost reporting periods occurring in FY 
1993 are: 

• Sole community hospitals (located 
in either an urban or rural area), 90 
percent; 

• Urban hospitals with at least 100 
beds and a disproportionate share 
patient percentage of at least 20.2 
percent and urban hospitals with at 
least 100 beds that qualify for 
disproportionate share payments under 
5 412.106(c)(2). 80 percent: and. 

• All other hospitals, 70 percent. 

Under S 412.348(d). the amount of the 

exceptions payment is determined by 
comparing the cumulative payments 
made to the hospital under the capital 
prospective payment system to the 
cumulative minimum payment levels 
applicable to the hospital for each cost 
reporting period subject to that system. 
Any amount by whi^ the hospital's 
cumulative payments exceed its 
cumulative minimum payment is 
deducted from the additional payment 
that would otherwise be payable for a 
cost reporting period. 

New hospitals are exempted from the 
capital prospective payment system for 
their first two years of operation and are 
paid 85 percent of their reasonable costs 
during that period. As discussed in 
section VIA. of the preamble, we are 
proposing to clarify that a new 
hospital's old capital costs are its 
allowable costs for capital assets that 
were put in use for patient care on or 
before the later of December 31,1990 or 
the last day of the hospital's base year 
cost reporting period, and are subject to 
the rules pertaining to old capital and 
obligated capital as of the applicable 
date. Effective with the third year of 
operation, we will pay the hospital 
under either the fully prospective 
methodology, using the appropriate 
transition blend in that Federal fiscal 
year, or the hold-harmless methodology. 


If the hold-harmless methodology is 
applicable, the hold-harmless payment 
for assets in use during the base period 
would extend for 8 years, even though 
the hold-harmless payments may extend 
beyond the normal transition period. 

rV. Proposed Target Rate Percentages 
for Hospitals and Hospital Units 
Exclud^ From the Prospective Payment 
System 

The inpatient operating costs of 
hospitals and hospital units excluded 
from the prospective payment system 
are subject to rate-of-increase limits 
established under the authority of 
section 1886(b) of the Act. which is 
implemented in § 413.40 of the 
regulations. Under these limits, an 
annual target amount (expressed in 
terms of the inpatient operating cost per 
discharge) is set for each hospital, based 
on the hospital's own historical cost 
experience, trended forward by the 
applicable update factors. This target 
amount is applied as a ceiling on the 
allowable costs per discharge for the 
hospital's next cost reporting period. 

Effective with cost reporting periods 
beginning on or after October 1,1991. a 
hospital that has inpatient operating 
costs per discharge in excess of its 
target amount will be paid its target 
amount plus 50 percent of its costs in 
excess of the target amount. Total 
payments may not exceed 110 percent of 
the target amount. However, a hospital 
that has inpatient operating costs less 
than its target amount will be paid its 
costs plus the lower of— 

• Fifty percent of the difference 
between the inpatient operating cost per 
discharge and the target amount: or 

• Five percent of the target amount. 

Each hospital's target amount is 

adjusted annually, before the beginning 
of its cost reporting period, by an 
applicable target rate percentage. For 
cost reporting periods beginning on or 
after October 1.1992 and before October 
1.1993, section 1886(b)(3)(B)(ii) of the 
Act provides that the applicable 
percentage increase is the market basket 
percentage increase. In order to 
determine a hospital's target amount for 
its cost reporting period beginning in FY 
1993, the hospital's target amount for its 
reporting period that began in FY 1992 is 
increased by the market basket 
percentage increase for FY 1993. The 
most recent forecasted market basket 
increase for FY 1993 for hospitals and 
units excluded from the prospective 
payment system is 4.5 percent. 

Therefore, the applicable percentage 
increase is also 4.5 percent. 
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V. Tables 

This section contains the tables 
referred to throughout the preamble to 
this proposed rule and in this 
addendum. For purposes of this final 
rule, and to avoid confusion, we have 
retained the designations of Tables la, 
lb. Ic, 3c, 4a, 4b, and 5 that were Hrst 
used in the September 1,1983 initial 
prospective payment final rule (48 FR 
39844). Tables la. lb, Ic. Id, 3C. 4a, 4b, 
4c, 5. 6a. 6b. 6c. 6d. 6e. 6f. 8g. 6h, 7A, 7B. 
8a. 8b, and 9 are presented below. The 
tables presented below are as follows: 

Table la—National Adjusted Operating 
Standardized Amounts, Labor/Nonlabor 
Table lb—Regional Adjusted Operating 
Standardized Amounts, Labor/Nonlabor 
Table Ic—^Adjusted Operating Standardized 
Amounts for Puerto Rico. Labor/Nonlabor 


Table Id—Capital Standard Federal Payment 
Rate 

Table 3C—Hospital Case Mix Indexes for 
Discharges Occurring in Federal Fiscal 
Year 1990 

Table 4a—Wage Index and Capital 
Geo^phic Adfustment Factor (GAF) for 
Urban Areas 

Table 4b—Wage Index and Capital 
Geographic Adjustment Factor (GAF) for 
Rural Areas 

Table 4c—Wage Index and Capital 
Geographic Adjustment Factor (GAF) for 
Hospitals that are Reclassified 
Table 5—List of Diagnosis Related Groups 
. (DRGs), Relative Weighting Factors, 
Geometric Mean Length of Stay, and 
Length of Stay Outlier Cutoff Points Used 
in the Prospective Payment System 
Table 6a—New Diagnosis Codes 
Table 6b—New Procedure Codes 
Table 6o—Invalid Diagnosis Codes 
Table 6d—Invalid Procedure Codes 
Table 6e—Revised Diagnosis Code Titles 


Table 6f—Revised Procedure Code Titles 

Table 6g—Additions to the CC Exclusions 
Ust 

Table 6h—Deletions to the CC Exclusions 
List 

Table 7A—Medicare Prospective Payment 
System Selected Percentile Lengths of Stay 
FY 91 MEDPAR Update 12/91 GROUPER 
V9.0 

Table 7B—^Medicare Prospective Payment 
System Selected Percentile Lengths of Slay 
FY 91 MEDPAR Update 12/91 GROUPER 
VIO.O 

Table 8a—Statewide Average Operating 
Co8t-to>Charge Ratios for Urban and Rural 
Hospitals (Case Weighted) 

Table 8b—Statewide Average Capital Cost- 
to-Charge Ratios for Urban and Rural 
Hospitals (Case Weighted) 

Table 9—1991 Transfer Adjusted Case Mix 
Index and Transfer Adjustment to 
Discharges for Capital Hospital-Specific 
Rate Redeterminations 


Table 1a.—National Adjusted Operating Standardized Amounts. Labor/Nonlabor 


Large urtan 

Other urban 

Rural 

Labor-reisted 

Nonlabor-reiated 

Labor-related 

Nontebof-related 

Labor-reiated 

Nonlabor-felated 

2594.12 

1066.75 

2553.05 

1051.84 

2626.19 

84611 


Table 1b.—Regional Adjusted Operating Standardized Amounts. Labor/Nonlabor 



Large urban 

Other urban 

Rural 

Labor- 

related 

Nonlabor- 

related 

Labor- 

reiated 

Nontabor- 

relsted 

Labor- 

related 

Nonlabor- 

related 

1. New England (CT, ME. MA, NH. Rl, VT).... 

2724Z4 

1116.00 

2681,11 

1096.33 

2911.62 

1004.15 

2. Middle Atlantic (PA, NJ. NY)___ 

2447.49 

1067J?8 

240a74 

1040.54 

2768.46 

949Z8 

3. South Atlantic (DE, DC, FL GA, MD. NC, SC. VA, WV)_ 

2612.60 

975.75 

2571.24 

960.30 

2665.64 

823 15 

4. East North Central (lU IN. Ml. OH, Wl)_____ 

2755.66 

1154.48 

2712.04 

1136.20 

2699.32 

914.86 

5 East Sooth Central (AL, KY. MS. TN)..... 

2507.38 

883.52 

2467.68 

869 54 

2641.93 

767.60 

6 WmI North Central (lA KS MN MO, NP. NH. Sfl) _ 

2613.35 

1051.92 

2571.08 

1035.27 

2567.76 

820.06 

7. West South Central (AR. LA, OK. TX)... 

2598.31 

969.14 

257.17 

953.80 

2462.59 

754.17 

8 Mountain (A7. CO, tO, MT, NV, NM, l.iT, WY) _ _ 

2506.45 

1038.08 

2466.77 

1021.65 

2490.33 

867.40 

9. Pacific (AK. CA, HI. OR. WA)....... 

2438.08 

1,185.79 

2399.49 

1167.02 

2422.06 

' 977.17 


Table Ic.—Adjusted Operating Standardized Amounts for Puerto Rico Labor Nonlabor 



Large urban 

Other urban 

Rural 


Labor- 

related 

Nonlabor- 

related 

Labor- 

related 

Nofrtabor- 

relaled 

Labor- 

related 

Noniabof- 

related 

NatiorYil.'.. .. . . 

2333.14 

2587.30 

485.24 

100627 

2296 20 

477.56 

1790.07 

385.90 







Table id.—Capital Standard Federal 


Payment Rate 


Rate 

National 

416.36 

320.27 

Puerto Rico ....._.........._ 



BfLLIMO COOC 4120-0f>M 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

; CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 




















TABLE 3C : HOSPITAL CASE MIX INDEXES FOR DISCHARGES OCCURRING IN FEDERAL FISCAL YEAR 1991 PAGE 
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NOTE; CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS 

; CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS, 

CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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NOTE: CASE MIX INDEXES 00 NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

: CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS'EXEMPT UNITS. 

CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS*EXEMPT UNITS. 

: CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

: CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCPA CENTRAL OFFICE THROUGH DECEMBER 1991 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

: CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

: CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

: CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

: CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 

CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEMBER 1991 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS'EXEMPT UNITS. 

: CASE MIX INDEXES INCLUDE CASES RECEIVED IN HCFA CENTRAL OFFICE THROUGH DECEPilBER 1991 
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NOTE: CASE MIX INDEXES DO NOT INCLUDE DISCHARGES FROM PPS-EXEMPT UNITS. 
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Table 4a.—W age Index and Capital 
GecXjRaphic Adjustment Factor 
(GAF) FOR Urban Areas 

[Areas that QuaUfy as Large Urban Areas Are 
Designated with an Asterisk] 


Urban area (constituent 
counties or county 
equivalents) 

Wage 

index 

GAF 

Abilene. TX—.... 

0.9429 

0.9605 

Taylor, TX 

Aguadilla, PR....---- 

0.4568 

0.5848 

Aquada. PR 

Aguadilla. PR 

Isabella. PR 

Moca. PR 

Akron. OH....~... 

0.8921 

0.9248 

Portage, OH 

Summrt. OH 

Albany. GA.... 

0.8050 

08620 

Dougherty. GA 

Lee, GA 

Albany'Schenectady-Troy. NY... 

0.8956 

0.9273 

Albany. NY 

Greene, NY 

Montgomery. NY 

Rensselaer, NY 

Saratoga. NY 

Schenectady, NY 
Albuquerque. NM.— 

1.0123 

1.0084 

Bernalillo. NM 

.^‘Axandria, LA.«.;.... •. 

0.8275 

08784 

Rapides. LA 

Allenlown-Bethlehem-Easton. 
PA-NJ...... 

0.8797 

0.9160 

Warren. NJ 

Carbon. PA 

Lehigh, PA 

Northampton. PA 

Altoona. PA ... 

0.9238 

0.9472 

Blair. PA 

Amarido. TX.. 

0.8739 

0.9118 

Potter. TX 

Randall. TX 

•AnaheinvSanta Ana, CA. 

1.1756 

1.1172 

Orange. CA 

Anchorage, AK. 

1.4176 

1.2699 

. Anchorage. AK 

Anderson. IN.. 

0.9583 

0.9713 

Madison, IN 

Anderson. SC. 

07258 

0.8029 

Anderson. SC 

Ann Arbor. Ml. 

1.1384 

1.0928 

Washtenaw. Ml 

Anniston. AL. 

0.7931 

08532 

Calhoun. AL 

ApplelonOshkosh-Neenah. 

Wl... 

0.9223 

0.9461 

Calumet, Wl 

Outagamie. Wl 

Winnebago. Wl 

Arectbo. PR---- 

0.3953 

05296 

Arecfbo, PR 

Camuy. PR 

Hataio. PR 

Ouebradilias. PR 

Asheville. NC...—.. 

0.8739 

0.9118 

Buncombe. NC 

Athens. GA-- 

0 7773 

08415 

Clarke. GA 

Jackson. GA 

Madison. GA 

Oconee. GA 

• Atlanta. GA.. 

. 0.9596 

0.9722 


Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 

[Areas that Qualify as Large Urban Areas Are 
Designated with an AstensK] 


Urban area (constituent 
counties or county 
equivalents) 


Barrow, GA 
Butts, GA 
Cherokee. GA 
Clayton. GA 
Cobb, GA 
Coweta. GA 
De Kalb, GA 
Douglas, GA 
Fayette, GA 
Forsyth. GA 
Fulton, GA 
Gwinnett, GA 
Herwy, GA 
Newton. 

Paulding. GA 
Rockdale, GA 
Spalding, GA 
Walton, GA 

Atlantic City, NJ —.. 

Atlantic City, NJ 
Cape May. NJ 

Augusta, GAr>SC. 

Columbia, GA 
McDuffie. GA 
Richmond. GA 
Aiken. SC 

Aurora-Elgin. IL.~.. 

Kane. IL 
Kendall. IL 

Austin. TX..„.. 

Hays. TX 
Travis, TX 
WHUarYwyi. TX 

Bakersfield. CA. 

Kern. CA 

‘Baltimore. MD. 

Anne Arundel. MD 
Baltimore. MD 
Baltimore City. MO 
Carroll. MD 
Harford, MD 
Howard. MD 
Queen Annes. MD 

Bangor, ME. 

Perx)bscoL ME 

Baton Rouge. LA- 

Ascension. LA 
East Baton Rouge, LA 
Livingston. LA 
West Baton Rouge. LA 

Battle Creek. Ml. 

Calhoun. Ml 

Beaumont'Port Arthur, TX 
Hardin, TX 
Jefferson. TX 
Orange. TX 

Beaver County. PA.— 

Beaver. PA 

Bellingham, WA .. 

Whatcom. WA 

Benton Harbor. Ml-... 

Berrien, Ml 

‘BergervPassaic, NJ- 

Bergen. NJ 
Passaic. NJ 

BiHings. MT.. 

Yellowstone. MT 

Biloxi-GulfporL MS. 

Hancock. MS 
Harrison. MS 

Binghamton. NV.„.— 


Wage 

ir>dex 


1.0609 

0.9401 

0.9463 

0.9599 

1.0868 

1.0166 


GAF 


1.0413 

0.9586 

0.9629 

0.9724 

1.0587 
1 0107 


0.9064 

09089 

0 9099 
09604 

1.0165 

1.0497 

08091 

0.8565 

0.9325 

0.8062 

0.9260 


0.9349 

0.9367 

0.9374 

0.9727 

1.0113 

1.0338 

0.8650 

0.8994 

0.9533 
0 8628 

0.9487 


Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 

[Areas that Qualify as Large Urban Areas Are 
Designate with an Asterisk] 


Urban area (constituent 
counties or county 
equivalents) 


Broome. NY 
Tioga. NY 

Birmingham. AL-- 

Blount AL 
Jefferson. AL 
Saint Clair. AL 
Shelby. AL 
Walker, AL 

Bismarck. ND-- 

Burleigh. ND 
Morton, ND 

Bloomington, IN... 

Monroe. IN 

Bloomiogton>Normal. IL.— 

McLean, IL 

Boise City. ID- 

Ada. ID 

•BostorvLawrerKe-Salem- 

LoweM-Brockton. MA.. 

Essex. MA 
Middlesex. MA 
Norfolk. MA 
Plymouth. MA 
Suffolk. MA 

Boulder-Longmont OO - 

Boulder. (X3 

Bradenton. FL-- 

Manatee. FL 

Brazoria. TX-. 

Brazoria. TX 

Bremerton, WA ___ 

Kitsap. WA 

BhdgeportStamford-NonAralk- 

Oanbury. CT.. 

Fairfield. CT 

Brownsville-Hartiogen. TX.- 

Cameron, TX 

BryarvCollege Station. TX — 
Brazos, TX 

Buffalo. NY... 

Erie. NY 

Burlingtort NC....--—-— 

Alamance. NC 

Burlington. VT.. 

Chittenden. VT 
Grand Isle, VT 

Caguas. PR 


Caguas, PR 
Gurabo. PR 
San Lorenz. PR 
Aguas Buenas. PR 
Cayey. PR 
Odra. PR 
Canton. OH 
Carren. OH 
Stark, OH 
Casper, WY. 


Natrona. WY 

Cedar Rapids. lA.. 

Linn. lA 

ChampaigfvUrbana'Rantoul. IL 
Champaign. IL 

Charleston. SC-- 

Berkeley. SC 
Charleston. SC 
Dorchester. SC 

Charleston. WV—.. 

Kanawha, WV 
Putnam, WV 

•C^tartotte-Gastonia-Rock Hill, 
NOSC.... 


Wage 

index 


0.8769 


0.8881 

0.7757 

0.8658 

0.9757 

1.1809 


0.9689 
0.8730 
0.8947 
1 0365 

1.1905 

0.8601 

0.9489 

08906 

0.7936 

0.9358 

0.4586 


0.6453 

0.8891 

07532 

0.8745 

a8331 

09692 

0 9486 


GAF 


0.9140 


0.9219 

0.8404 

0.9060 

0.9833 

1.1206 


0.9786 

0.9112 

0.9266 

1.0249 

1.1268 

0.9019 

0.9647 

09239 

0.8536 

0.9556 

0.5865 


0.8913 

0.9227 

0.8236 

0.9123 

0.8825 

0.9788 

0.9645 
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Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 

lAreas that Qualily as Lar 9 e Urban Areas Are 
Designated velh an Asterislc] 


Urban area (constituent 
counties or county 
equivatents) 


Cabanus. NC 
Gaston. NC 
bncoJfi, NC 
Mecktenburg. NC 
Rowan. NC 
Union. NC 
York, SC 

Cnartotteeailte, VA... 

Aibermarte. VA 
Chadottsfvile City. VA 
Fluvanna. VA 
Greene, VA 

Chattanooga. TN-GA... 

Catoosa. GA 
Dade. GA 
Walker. GA 
HamHton. IN 
Marion. TN 
SequalcWo, TN 

Oieyenne. WY... 

Laramie. WY 

•Chcaga it..... 

Cook. It 
Du Page. It 
McHenry. It 

CNco, CA...... 

Butte. CA 

•Cndonatt. OH-KY-IN. 

Oearbom. IN 
Boone. KY 
Campbell. KY 
Kentoa KY 
Clermont OH 
Hamilton. OH 
WarroaOH 

Oarksville-Mopkinsvlle. IN¬ 
KY... 

Christian. KY 
Mootgomery. TN 

•Cleveland. OH... 

Cuyahoga. OH 
Geauga. OH 
Lake. OH 
Medme. OH 

Cokxado Spnnga. CO. 

El Paso. CO 

Cdumbiit MO___ 

Boone. MO 

Columbia SC___ 

Lexmglon. SC 
PK:hiand, SC 

Cdumbut, GA-At .. 

Russel^ At 
Chattanoocbee. GA 
Muscogee. GA 

•Cdumbue. OM... 

Delaware. OH 
Fairfield, OH 
Franklin. OH 
Lacking. OH 
Madison, OH 
Pickaway, OH 
Umon. OH 

Corpus Chfisti. TX__ 

Neucea. TX 
San Patricio, TX 

Cumberland. MO-WV__ 

Akegeny. MO 
Minerat WV 

•Danas. TX_ 


Table 4a.—W age Index and Capital 
Geographic Adjustment FACit)R 
(GAF) FOR Urban Areas—C ontinued 

(Areas that Ouakty as Large Urban Areas Are 
Desgneied with an Asterisk] 


Table 4a.—W age Index and CAPtiAt 
Geographic Adjustment Factor 
(GAF) for Urban Areas— Continued 

(Aieas that Ouakfy as Large Urban Areas Are 
De s ig na ted with an Asterisk] 


Wage 

index 

GAF 

Urban area (constitueni 
counties or county 
equivalents) 

, Wage 
index 

GAF 

Urban area (constituent 
countM# or county 
equivalents) 

Wage 

mdex 

GAF 



Collins. TX 



Clay. MN 





DaNas. TX 



Cass, NO 





Denton. TX 



Fayetteville. NC... 

08296 

03799 



Ellis. TX 



CumberiBnd. NC 



Kaufman. TX 



FayetteviKe-Springdale. AR. 

07990 

0.6576 



Rockwall. TX 



Washmgion. AR 





Danville. VA..-. 

07826 

0.6455 

FhnL Ml..... 

1.1544 

1.1033 

09615 

09736 

Danville City. VA 

Genesee. Ml 



Pittsylvania, VA 



Floraoiift, Al . 

07717 

0.8374 



Davenport-Rock Island-MoUne. 



Colbert AL 



lA-IL... 

08471 

06926 

Lauderdale. AL 

Fkxencei. SC..... 





Scon, lA 

08429 

0 8896 

09198 

0.9444 

Henry, IL 



Florence. SC 

Rock Isiend. H. 

Dayton-Sphngfield. OH.. 

0.9646 

0.9756 

Fort Colllns-Loveland, CO.. 

Larimor. CO 

10238 

1.0162 










aark.(DH 



•Fori Lauderdale-Hollywood- 





Greene, OH 



Pompano Beach. FL. 

1.0356 

1.0242 



Miami, OH 



Lee. FL 



Montgomery. OH 

Daytona Bear^ Ft 

08906 

09237 

Fort Myers-Cape Coral. FL. 

Martin. FL 

Fort Pierce, FL... 

0 9799 

0.9662 

0.7777 

0^418 

Volusia. FL 

1.1041 

1.0702 



Decatur. AL .. 

0.7487 

08202 

Martm. FL 

St Lube. FL 

1.0618 

1.0352 

Lawrence. AL 





Morgen, AL 



Fon Smith. AR-OK.. 

0.7981 

08532 



naomir, O _ 

0.8286 

0.8792 

Crawford. AR 

Sebaskan, AR 

1 0981 

1.0662 

Macon. IL 

*nnnvAr Cf\ 

1.0782 



1.0516 

Sequoyah. OK 

Fort Walton Beach. FI_ 

Adams. CO 

06941 

09262 

0092t 

0.9877 

Arapahoe. CO 



Okaloosa. FL 





Denver, CO 



Fort Wayne. IN ... 

08001 

0.934 



Douglas. CO 

Jefferson, CO 

Des Moines. lA. 

0.9171 

09425 

Allen. 81 

De Kaft>. IN 

Whitley. IN 

•Fort Warth-Arfmgton. TX. 





Dallas. lA 

0.9747 

09826 



Polk, lA 

Warren. lA 

•Detroit, Ml....,^.. 

1 0827 

10559 

Johnson. TX 

Parker. TX 

Tarrant TX 

Fresno, CA.... 



0.7319 

0 8076 

Lapeer. Ml 

1 0737 

1.0499 

Livingston. Ml 



Fresno. CA 





Macomb. Ml 



Gadsden. AL..... 

08199 

08729 

1.0739 

1.0500 

Monroe. Ml 

Oakland. Ml 



Etowah. AL 

GAinMviHp, FI , 

03798 

09160 



Saait 0«r. Ml 



Alachua. FL 



Wayne. Ml 



Bradford. FL 





Dothan, AL .... 

0.7569 

03264 

Golueeton-Texas City. TX........... 

09428 

0.9605 



Dale. AL 

Galveslon. TX 

0 9816 

0.9674 

Houston. AL 



Gary-Hammond. IN. 

0.9696 

0.9722 



Dubuque. lA..-. 

0.8374 

03856 

Lake. IN 

0.9506 

0.9659 

Dubuque. lA 



Porter. IN 





Dukilh, MN-WI.. 

0 9517 

09667 

Glens Fals. NY... 

0.9231 

09467 

08940 

09261 

Si Louia.MN 

Warrert NY 



Douglas. Wl 



Washington. NY 





Eau Claire. Wl.. .. 

0.8481 

03933 

Grand Forks. ND..... 

0.9577 

0.9708 

0.737t 

0.8115 

Chfipewa. Wl 

Grand Forks, NO 



Eau Claire. Wi 

B Paso, TX_ 

03714 

0.9100 

Grand Rapids. Ml__ 

Kent Ml 

Ottawa. Ml 

09883 

09920 



El Paso. TX 



09673 

; 09775 

z 

! 

UJ 

03872 

0.9213 

Greet FaHs, MT... 

0.9902 

0.9995 

Elkhart. IN 

Cascade. MT 



Elmira. NY___ 

08862 

I 0.9199 

Greeley. CO..... 

0 9358 

0.9566 



Chemung. NY 

Weld. CO 



Enid. OK..... 

0.8812 

1 0.8242 

Green Bay. Wl_.........._.... 

0.9585 

0.9714 



GarkeklOK 

Ene. PA..... 

Brown. Wl 

Qpeemboro kWnston-Selenv 
High PoinL NC... 

0.9155 

09413 





Ene. PA 

00165 

89120 



Eugene-Spnngfield, OR. 

1.0164 

1.0112 

Davidson. NC 

Davie. NC 

0.8694 

0.9014 

Lane. OR 

Evansville. IN-KY.. . 



03276 

09496 

Forsyth, NC 

GuiOord. NC 

0.8188 

1 9 

Posey. IN 



; 08721 

Vanderburgh. IN 



Randolph. NC 





Wamck. IN 



Sloto8.NC 





Henderson. KY 



Yadkin. NC 



89638 

09751 

Fargo-Mooiboed. ND-MN_ 

(X9707 

09796 

GreeiWflle-Spertanburg, SC_ 

0.6923 

0.9249 


a 
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Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas— Continued 


[Areas that Qualify as Large Urt>an Areas Are 
Designated with an Asterisk] 


Urban area (constituent 
counties or county 
equwalents) 

Wage 

index 

GAF 

Greensville, SC 

Pickens, SC 

Spartanburg, SC 

Hagerstown. MD. 

0,9157 

0.9415 

Washington. MD 

HamHton-Middletown. OH.. 

0.9153 

0 9412 

Butler. OH 

HarrisburgLebanon-Carfisie. 

PA... 

0.9919 

0.9944 

Cumberland. PA 

Dauphin. PA 

Lebanon. PA 

Perry, PA 

• Hartford-MiddletowrvNew 
Britain-Bristol. CT. 

1.1910 

1.1272 

Hartford. CT 

Litchfiefd. CT 

Middtesex. CT 

Tolland. CT 

Hickory. NC. 

0.8666 

0.9066 

Alexander. HC 

Burke. NC 

Catawba. NC 

Honolulu. HI... 

1.1580 

1.1057 

Honolulu. HI 

Houma>Thibodaux. LA. 

0 7344 

08095 

Lafourche. LA 

Terrebonne. LA 

•Houston,TX... 

0 9935 

0.9955 

Fort Bend. TX 

Hams.TX 

Liberty. TX 

Montgomery. TX 

Waller. TX 

Huntington-Ashland. WV-KY- 
OH... 

0.9438 

0.9612 

Boyd.KY 

Carter. KY 

Greenup. KY 

Lasrence. OH 

CabeH. WV 

Wayne. WV 



Huntsville, AL.... 

08835 

0.9187 

Madison. AL 

*lndianapo(is. IN........ .. 

09663 

0.9768 

Boone. IN 

Hamilton. IN 

Hancock, IN 

Hendricks. IN 

Johnson. IN 

Marion. IN 

Morgan. IN 

Shelby. IN 

Iowa City, lA. 

0.9520 

09674 

Johnson. lA 

Jackson, Ml.....^ 

* 0 8826 

09180 

Jackson. Ml 

Jackson. MS... 

0.7733 

0.6386 

Hinds. MS 

Madison, MS 

Rankin. MS 

Jackson. TN.. 

0.8329 

0.8823 

Madison. TN 

Jacksonville. FL.... 

0.9051 

0.9340 

Day. Ft 

Duval. FL 

Nassau. FL 

St Johns, FL 

Jacksonville. NC. 

0.7936 

0.8536 

Onslow, NC 

JamestowrFOunkirk, NY. 

0.6634 

0.7550 

Chatauqua, NY 

Janesviile-Bekxt Wl___ 

0.8447 

0 6909 


Table 4a.—W age Index and Capital 
* Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 


(Areas that Qualify as Large Urtan Areas Are 
Designated with an Asterisk] 


Urban area (constituent 
counties or county 
equivaients) 

Wage 

index 

GAF 

Rock. Wl 

Jersey City, NJ__ 

1.1276 

1.0857 

Hudson. NJ 

Johnson City-Kingsport'Bhstol. 
TN-VA. 

08668 

09067 

Carter. TN 

Hawkins. TN 

SuMivan. TN 

Unicoi, TN 

Washi^on, TN 

Bristol City. VA 

Scott VA 

Washington, VA 

Johnstown. PA.... 

0.8613 

0.9026 

Cambria. PA 

Somerset PA 

Joliet It ..... 

10509 

1.0346 

Grufxty. It 

Wilt IL 

Joplin,MO.. 

0.7957 

0.8551 

Jasper. MO 

Newton. MO 

Kalamazoo. Ml. 

1 1709 

1.1141 

Kalamazoo. Ml 

Kankakee. IL..... 

0.8489 

0.8939 

Kankakee. IL 

•Kansas Qty. KS-MO. 

0.9588 

09716 

Johnsort KS 

Leavenworth. KS 

Miami, KS 

Wyandotte. KS 

Cass. MO 

Clay. MO 

Jackson, MO 

Lafayette. MO 

Platte. MO 

Ray, MO 

Kenosha. Wl... 

08855 

09201 

Kenosha. Wl 

KrtteervTemple. TX. 

1.1295 

10870 

Bell. TX 

CoryeltTX 

Knoxville. TN. 

0.8693 

09085 

Anderson. TN 

Blount. TN 

Grainger. TN 

Jeffersort TN 

Knox. TN 

Sevier, TN 

Union. TN 

Kokomo, IN__ 

09603 

09726 

Howard. IN 

Tipton. IN 

LaCrosse. Wl.. .. 

08956 

09273 

Lacrosse. Wl 

Lafayette, LA...~. 

08227 

0 8749 

Lafayette. LA 

SL Martin. LA 

Lafayette. IN... 

0.8432 

08896 

Tippecanoe. IN 

Lake Charles. LA__ 

08374 

0 8856 

Calcasieu, LA 

Lake County, IL.. . 

09408 

09591 

Uke, IL 

Lakeland-Winter Havert FL. 

07659 

08331 

Polk,FL 

Lancaster, PA. 

0 9278 

09500 

Lancaster. PA 

Lansing-East Lansing. Mi. 

1.0222 

1 0151 

Cknton. Ml 

Eafort Ml 

Ingham. Ml 

Laredo. TX... 

0.7270 

08045 


Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 


[Areas that Qualify as Large Urban Areas Are 
Designated with an Asterisk] 


Urban area (constituent 
counties or county 
equivalents) 

Wage 

index 

GAP 

Webb. TX 



Las Cruces. NM.... 

Dona Ana. NM 

0.7909 

08516 

Las Vegas. NV. 

Qark.NV 

1.0631 

1.0428 

Lawrence. KS.. 

0.7504 

08215 

Douglas. KS 

Lawton, OK.. 

Comanche. OK 

0 8388 

0.8866 

LewistorvAubum, ME. ... 

Androscoggin, ME 

0.8457 

0.6916 

Lexington-Fayette. KY_ 

Bourbon. KY 

Clark, KY 

Fayette. KY 

Jessamine. KY 

Scott, KY 

Woodford. KY 

0.8446 

089C8 

Lima, OH.... 

Allen. OH 

Auglaize. OH 

0.8453 

0.8913 

Lincoln, NE........ 

Lancaster. NE 

Little Rock-North Little Rock, 

0.6956 

09273 

AR .. 

Faulkner. AR 

Lonoke, AR 

Pulaski. AR 

Salir>e. AR 

08420 

08889 

Longvtew-Marshall. TX_..._ 

0.6691 

0.9084 

Giegg. TX 

Harrison. TX 

LoraMvEtyTia. OH... 

Lorain. OH 

08896 

09230 

•Los An^les-Long Beach, CA.. 
Los Angeles. CA 

1.2359 

11561 

Louisville. KY-IN... 

Clark. IN 

Floyd. IN 

Harrison. IN 

Bullitt KY 

Jefferson, KY 

Oldham. KY 

Shelby. KY 

0.9092 

0.S369 

Lubbock, TX..™..._ 

Lubbock, TX 

08790 

0.9155 

Lynchburg. VA... 

Amherst. VA 

Campbell. VA 

Lynchburg City. VA 

08544 

0J978 

MacorvWanier Robins, GA. 

Bibb. GA 

Houston. GA 

Jones. GA 

Peach. GA 

08804 

0.9165 

Madison. Wl.. 

Dane. Wl 

1.0311 

1.0212 

Manchester Nashua. NH_ 

Hillsborough. NH 

Memmack. NH 

10130 

10069 

Mansfield. OH__ 

Richland. OH 

08392 

0.6869 

Mayaguez, PR.... 

Anasco. PR 

Cabo Rojo. PR 

Hormigueros. PR 

Mayaguez. PR 

San German, PR 

04771 

06024 

McAllervE<^nburg-MissK>n, TX... 
Hidalgo. TX 

0.7716 

08372 

Medford. OR..... 

Jackson. OR 

10045 

10031 

Melboume-Titusvilfe. FL. 

0.8730 1 

09112^ 
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Table 4a.—W age Index and Capital 
Geogfiaphic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 


[Areas that Ouaiity as Large Urban Areas Are 
Oesignaied with an Astensk] 


Urban area (corctitiient 
countiea or county 
equr/aienu) 

Wage 

index 

GAF 

Brevard. FL 

Memphia TN-AR-MS. 

0.9060 

09346 

Crittenden. AR 

OeSolo. ^ 

Shelby, TN 

Tipton. TN 

Mefced CA ... 

V0315 

1.0216 

Merced. CA 

•Miemi-Hialeall, FL-. 

09955 

0.9969 

Dade. FL 

• Middiesex-Oomefset- 
Hunterdon, NJ... 

10409 

1.0278 

HunterdoHi NJ 

Middlesex. NJ 

Somerset. NJ 

MkterKJ. TX—-- 

t.0377 

1.0257 

Midland. TX 

•Milwaukee, Wl- 

0.97t9 

0.9607 

MiiwauKee'. Wl 

Ozaukee. Wl. 

Washington, Wl 

WauKe^ Wl 

•Minneapolis^ Paul MN-WI... 

i.oate 

1.0553 

Anoka. MN 

Carver, MN 

Chisago, MN 

Dakota. MN 

Hennepin. MN 

Isanti. MN 

Ramsey. MN 

Scotl.MN 

Washington. MN 

WnghL MN 

SI Croix. Wl 

Mobile. AL_...U.. 

0.8244 

0.8761 

Baldwin. AL 

Mobile. AL 1 

Modesto, CA....__-. 

1.1368 

1.0931 

Stanislaus. CA 

MonmouthOceen. NJ. 

0.9912 

09940 

Monmouth, NJ 

Ocean. NJ 

Monroe. LA... 

0.7864 

08483 

Ouachita. LA 

Montgomery, AL... .. 

0.7736 

08389 

Autauga. AL 

Elmoret AL 

Montgomery, AL 

Munae. IN.... 

0.8060 

08633 

Delaware, IN 

Muskegon. Ml___ 

0.9653 

09099 

Muskegon. Ml 

Naples. FL.... 

1.0324 

1.0221 

CoHier. FL 

NasMIe, TN...... 

09397 

0.9663 

Cheatham. TN 

Davidson. TN 

Dickson. TN 

Robertson, TN 

Rutherlord, TN 

Sumner. TN 

WHIiamson. TN 

Wilson. TN 

•Nassau-SuffoUt, NY. 

1.2154 

1.1429 

Nassau. NY 

SuHolk, NY 

New Bedford^ak River-Atlle- 
boro. MA^. ,,, 

1.1713 

1.1144 

Bristol, MA 

New Haveo-Wateibory-Mert- 
den. a_ 

12095 

t.1301 

New Haven. CT 

New LoodorvNorwidK CT_ 

1.1571 

i 1.1051 


Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas— Continued 


[Areas that Qualify as Large Urban Areas Are 
Desigfvarted with an Astensk] 


Urban area (corvtituent 
countiee or county 
equmatonts) 

Wage 

maex 

GAF 

New LOTKlon. CT 
•New Orleans, LA__ 

0.8908 

^ 0.9239 

Jefferson. LA 

Orlearw. LA 

St. Bernard. LA 

Sl Chades. LA 

St John The Baptist LA 

SL Tammany. LA 
•New York. NY__ 

t.3460 

1.2257 

Bronx. NY 

Kings. NY 

New York City. NY 

Putnam. NY 

Queens, NY 

Richmond. NY 

Rockland. NY 

Westchester, NY 
•Newark. NJ.. 

1.0006 

1.0612 

Essex. NJ 

Morris. NJ 

Sussex. NJ 

Union. NJ 

Niagara Falls. NY_. 

0.7560 

0.0257 

Niagara, NY 

•Norfoik-Vxginia Beach-New* < 
port News. VA... 

0.8S15 

, 0.8958 

Chesapeake City. VA 
Gloucester. VA 

Hampton City, VA 

James City Co., VA 

Newport News City, VA 
Norfolk Oty. VA 

Poquoson. VA 

PortsrrxHith City, VA 

Suffolk City. VA 

Virginia Beach City. VA 
Willtameburg City. VA 

York, VA 

•Oakland. CA.-. 

1 4529 

V2915 

Alameda. CA 

Contra Costa. CA 

Ocala. FL..... 

06614 

0.9029 

Mahon. FL 
rwwKUMt *nt 

1il636 

1.0567 

Ector. TX 

Oklahnm^ pty, OK _ 

0.9145 

0.9406 

Canadian. OK 

Oevelarxt OK 

Logan. OK 

McDain. OK 

Oklahorrw, OK 

Pottawatomie. OK 

Otywipi^ VWA . - _ 

1.1002 

10676 

Thurston. WA 

Omaha, NE-4A .... ..j 

08989 

0.9296 

Pottawattamie. lA 

Douglas. NE 

Sarpy, NE 

Washington. NE 

Orange County. NY -. 

10121 

1.0083 

Orange, NY 

•Orlando. FL... 

0.9621 

09739 

Orange, FL 

Osceola, FL 

Seminole. FL 

Owenat'oro. KY...-. 

0.8151 

08894 

Dawess, KY 

Oxnard-Ventura, CA..-. 

1.1792 

1 1195 

VerHura. CA 

Panama City. FI.. 

08632 

0.9042 

Bay. FL 

Parkersburg-Manetta WV-OH... 

0.8540 

00976 


Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) for Urban Areas— Continued 


[Areas that Qualify as Large Urban Areas Are 
Designated with an Astensk] 


Urban area (constituent 
counkee or county 
eqywaMnts) 

Wage 
: mdex 

GAF 

Washington. OH 

Wood. WV 

Pascagoula MS..- . 

Jackson. MS 

Pensacola. FL.-. 

0.8771 

0.8623 

1 0.9141 

0.9035 

Escambia FL 

Santa Rosa FL 

Peoria, IL.---- 

0.8710 

0.9098 

Peona IL 

Tazewell. IL 

Woodford. IL 

•Philadelphia PA-NJ.-. 

1.0952 

1.0643 

Budinglon, NJ 

Camden. NJ 

Gloucester, NJ 

Bucks. PA 

Chester, PA 

Delaware, PA 

Montgomery, PA 

Philadelphia PA * 

•Phoenix. AZ_L_ 

1.0429 

1.0292 

Maricopa AZ 

Pino Biutf. AR_....._-. 

0.6979 

07817 

Jefferson. AR 

•Pittsburgh. PA--- 

1.0127 

t.0087 

Allegheny. PA 

Fayette. PA 

WasNngton. PA 
Westmoreland. PA 

Pittsfield. MA.-.-. 

1.0782 

1 0529 

Berkshre. MA 

Ponce. PR--- 

0.4601 

0.5877 

Juana Diaz. PR 

Ponce. PR 

•Portland. ME.... 

0.9257 

0.9485 

(Dumbertand. ME 

Sagadahoc. ME 

YocK ME 

•Portland OR.—. 

1.1578 

1.1054 

CXackamas. OR 

Multnomah. OR 

Washington. OR 

YamhilL OR 

Poftsmouth-Dover-Rochester. 

1.0027 

1.0018 

Rockingham. NH 

Straffonl. NH 

Poughkeepsie. NY.—._.... 

0.9369 

09563 

Dutchess. NY 
• Providence-Pawtucket- 
Woorrsockef. Rl...- 

10380 

10259 

Bristol. Rl 

Kent. Rl 

Newport Rl 

ProviderKe. Rt 

Washington. Rl 

PTovoOrem. UT .. 

10230 

1.0157 

Utah. UT 

Puebk). CO.— ..- 

0.8722 

0.9106 

Pueblo. CO 

Racine. Wl... 

0.8488 

0.8938 

Racine. Wl 

Raleigh-Ourham, NC—__ 

0.9465 

09630 

Durham. NC 

Franklin. NC 

Orange. NC 

Wake. NC 

Rapid City. SO. -.. 

0.8400 

0.8875 

Pennington. SO 

Reading, PA..- . 

1.0271 

1.0186 

Berks, PA 

Roddmg. CA..... 

1.0549 

10373 
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Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 


{Areas that Qualify as Large Urban Areas Are 
DesignateJ with an Asterisk) 


Urban area (constituent 
counties or county 
equivalents) 

Wage 

index 

GAF 

Shasta. CA 

Reno. NV. 

1.1618 

1-1082 

Washoe. NV 

Richiand-Kennewick. WA. 

09402 

0.9587 

Benton, WA 

Franklin, WA 

Richmond-Petersburg. VA. 

09417 

09597 

Charles City Co., VA 
Chesterfield. VA 

Colonial Heights City, VA 
Dinwiddie. VA 

Goochland. VA 

Hanover. VA 

Henrico. VA 

Hopewell Oty, VA 

New Kent, VA 

Petersburg City, VA 

Powhatan, VA 

Prince George. VA 

Richmond City, VA 
*Riverside-San Bernardino. 
CA......... 

1.1107 

1.0745 

Riverside. CA 

San Bernardino. CA 

Roanoke. VA... 

08284 

0.8790 

Botetourt. VA 

Roanoke. VA 

RoarH)ke City, VA 

Salem Oty. VA 

Rochester, MN.... 

1.1030 

1.0694 

Olmsted. MN 

•Rochester. NY.. 

09710 

09800 

Livmgston, NY 

Monroe, NY 

Ontario, NY 

Orleans. NY 

Wayne. NY 

Rockford. IL..... 

0 9283 

09503 

Boone, IL 

Winnebago. IL 

•Sacramento. CA. 

12253 

1.1493 

Eldorado. CA 

Placer. CA 

Sacramento. CA 

YolO.CA 

Saginaw-Bay Oty-Midland. Ml . 

10484 

10329 

Bay. Ml 

Midland. Ml 

Saginaw. Ml 

St. Cloud, MN..... 

08919 

09246 

Benton. MN 

Sherburne. MN 

Steams, MN 

St. Joseph, MO... 

09414 

09695 

Buchanan, MO 

•St. Louis. MO-IL. 

09388 

09577 

Clinton. IL 

Jersey. IL 

Madison. IL 

Monroe. IL 

St. Clair. IL 

Franklin. MO 

Jefferson. MO 

St Charles. MO 

St Louis. MO 

St Louis City. MO 

Salem. OR..... 

0.9637 

0.9886 

Manon. OR 

Polk. OR 

Salinas-Seaside-Monterey. CA.. 

1.3041 

1.1994 

Monterey. CA 

•Salt Lake City-Ogden, UT. 

0.9932 

09953 


Table 4a.—W age Index and Carttal 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas— Continued 


(Areas that OuaMy as Large Urban Areas Are 
Designated with an Asterisk) 


Urban area (constituent 
counties or courrty 
equivalents) 

Wage 

mdex 

GAF 

Davis, UT 

Salt Lake. UT 

Weber. UT 

San Ang^. TX....... 

0.8139 

08685 

Tom Greea TX 

•San Antonio. TX^.. 

08452 

08912 

Bexar. TX 

Comal. TX 

Guadalupe. TX 

•San Diego, CA... 

1.1934 

1.1287 

San Diego, CA 

•San Franosco. CA.. 

1 4447 

12865 

Marin. CA 

San Francisco. CA 

San Mateo. CA 

•San Jose. CA .. 

14900 

1.3140 

Santa Clara. CA 
•San Juan, PR.. 

0.4967 

06210 

Barcelona. PR 

Bayoman. PR 

Canovanas. PR 

Carolina. PR 

Catano. PR 

Corozal. PR 

Dorado. PR 

Faiardo. PR 

Florida. PR 

Guaynabo. PR 

Hurriacao. PR 

Juncos. PR 

Los Piedras, PR 

Loi2a,PR 

Lugutllo. PR 

Manat). PR 

Naranilto, PR 

Rio Grande. PR 

San Juan. PR 

Toa Alta. PR 

Toe Baja. PR 

TrojiUo Alto. PR 

Vega Atta. PR 

Vega Baja. PR 

Santa Ba^ra-Santa Maria- 
Lompoc. CA. 

1.1805 

1 1203 

Santa Barbara, CA 

Santa Our, CA.,.... 

1 1818 

1 1212 

Santa Cruz. CA 

Santa Fe, NM. 

0.9162 

09418 

Los Alamos. NM 

Santa Fe. NM 

Santa Rosa-Petaluma, CA_ 

1.2957 

1.1941 

Sonoma. CA 

Sarasota, FL. 

09^1 

09650 

Sarasota. FL 

Savannah. GA... 

08327 

08822 

Chatham. GA 

Eaffingham. GA 

Scranton-Wilkes Barre. PA. 

08959 

09275 

Columbia. PA 

Lackawanna. PA 

Luzerne. PA 

Monroe. PA 

Wyoming, PA 

•Seattle. WA. 

1.0871 

10589 

Kmg. WA 

Snohomish. WA 

Sharon. PA... 

0.8914 

0 9243 

Mercer, PA 

Sheboygan. Wl.... 

0.8872 

0.9213 

Sheboygan. Wl 

Sherman-Denison. TX. 

09089 

09367 

Grayson, TX 

Shreveport LA. 

0.9299 

09514 


Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 


(Areas that Qualify as large Urban Areas Ate 
Desigriated with an Asterisk) 


Urban area (constituent 
counties or county 
equivalents) 

Wage 

Index 

GAF 

Bossier. LA 

Caddo. LA 

Sioux City. lA-NE... 

0 8504 

0.8950 

Woodbury. lA 

Dakota, NE 

Shxix Falls. SD.... 

0.8633 

0.9185 

Minnehaha, SO 

South Bend-Mishawaka. IN_ 

1.0067 

1.0046 

St Joseph. IN 

Spokane. WA.. 

1.0691 

1.0468 

Spokane. WA 

Springfield, IL........ 

0.9295 

a95l2 

08643 

Menard. IL 

Sangamon. IL 

SpringSoid. MO. 

0.8082 

Christiaft MO 

Greene, MO 

Springfield. MA.. 

0.9589 

0 9717 

Hampdert MA 

Hampshire. MA 

Slate CoUege. PA.. 

0.9901 

0.9632 

Centre. PA 

Steubenville-Woiftort OH-WV... 

0.8712 

99099 

Jefferson. OH 

Brooke. WV 

Hancock, WV 

Stockton, CA.... 

1 1789 

1.1193 

San Joaquin, CA 

Syracuse. NY---- 

0.9917 

0.9943 

Madison, NY 

Onondaga. NY 

Oswego. NY 

Tacoma, WA.. 

0.9866 

09909 

Pierce. WA 

Tallahassee. FL-- 

0.9220 

0 9459 

Gadsdert FL 

Leon, FL 

•TampS'Sl. Petersburg-Clear- 
water, FL.... 

0.9188 

09437 

Hernando. FL 

Hillsborough. FL 

Pasco. FL 

PmeHas. FL 

Terre Haute. IN .... 

08756 

0J132 

Clay. IN 

Vigo. IN 

Texarkana-TX-Texarkana, AR.... 

0.7906 

08514 

Miller. AR 

Bowie, TX 

Toledo. OH__ 

08714 

09100 

Fulton. OH 

Lucas, OH 

Wood. OH 

Topeka, KS.—. 

09302 

09517 

Shawnee. KS 

Trenton, NJ.. . 

10038 

10026 

Mercer, NJ 

Tuscon. AZ. 

0 9620 

0.9738 

Pima, AZ 

Tulsa. OK. 

0.8532 

08970 

Creeks, OK 

Osage. OK 

Rogers. OK 

Tutea,OK 

Wagoner. OK 

Tuscaloosa. AL.... 

0.8521 

0.8962 

Tuscaloosa. AL 

Tyler. TX... 

0.9638 

0.9689 

Smith. TX 

Utlca-Rome, NY... 

0.6402 

08876 

Herkimer. NY 

Oneida, NY 

Vaiiejo-Fairfieid-Napa, CA_ 

1.2917 

1.1916 
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Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 


(Areas that Qualify as Large Urban Areas Are 
Designate ¥vtth an Asterisk] 


Urban area (constituent 
counties or county 
equivalents) 

Wage 

Index 

GAF 

Napa.CA 

Saiano. CA 

Vancouver. WA. 

1.0712 

1.0482 

aark, WA 

Victoria. TX. 

08994 

0.9300 

Victoria. TX 

v<neiand-MiitvHle>Bridgeton. NJ. 

0 9649 

0.9758 

Cumberland. NJ 
Visalia’Tulare>Ponerville. CA. 

1.0392 

1.0267 

Tulare, CA 

Waco, TX.—..— 

0.7814 

08446 

McLennan. TX 

• Washington, (X>^D-VA. 

1.0941 

1.0635 

District of Columbia. DC 
Calvert MD 

Charles. MO 

Frederick, MO 

Montgomery. MO 



Pnnce Georges. MD 
Aiexandna Dty. VA 

Arkngtoa VA 

Fairfax. VA 

Fairfax City. VA 

Falls Church Oty. VA 
Loudoun. VA 

Manassas City. VA 

Manassis Park City. VA 

Prince William. VA 

Stafford. VA 

Waierloo-Cedar Falls. lA_ 

08642 

0.9049 

Black Haivk, lA 

Bremer. lA 

Wausau. Wl--- 

0.9748 

0.9827 

Marathon, Wl 

West Palm Beach-Boca 
RatoO'Oelray Beach. FL. 

1.0291 

1.0198 

Palm Beach, FL 

Wheeling. WV-OH_ 

06926 

0.7776 

Belmont, OH 

Marshal). WV 

Ohia WV 

Wichita, KS...... 

0.9809 

09869 

Butler, KS 

Harvey. KS 

Sedgv^, KS 

Wichita Falls. TX. 

0.8172 

0.8709 

Wichita, TX 

Williamsport PA. 

0.8864 

0.9207 

Lycoming, PA 

WiIrTHngton, DE-NJ-MO_ 

1.0884 

1 0597 

New Castle. DE 

Cecil. MO 

Salem. NJ 

Wdmmgton. NC. 

0.8712 

0.9099 

New Hanover. NC 
Worcester-Fitchburg- 
Leominster. MA... 

0.9694 

0.9789 

Worcester, MA 

Yakima, WA.. 

1 0111 

1.0076 

Yakima, WA 

York, PA.... 

0.8613 

0.9028 

Adams. PA 

York. PA 

Youngstown>Warren. OH. 

0.9866 

0.9908 

Mahorvng. OH 

Trumbull. OH 

Yuba City, CA.. 

1.0142 

1.0097 

Sutter. CA 




Table 4a.—W age Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Urban Areas—C ontinued 


(Areas that Qualify as Large Urban Areas Are 
Designated wtth an Astensk] 


Urban area (constituent 
counties or county 
equivalents) 

Wage 

mdex 

GAF 

Yuba. Ca 



Yuma. AZ.... 

0 8747 

0.9124 

Yuma. AZ 




Table 4b.—Wage Index and Capital 
Geographic Adjustment Factor 
(GAF) For Rural Areas 


Nonurban area 

Wage 

irxlex 

GAF 

AlAhamA . 

0.7121 

0.7925 

Alaska. 

1.3498 

1.2280 

Arizorwi 

0.8747 

0.9124 

Arknniuift . 

0.6966 

0.7807 

California... . . 

1.0142 

1.0097 

Colorado..... 

08415 

0.8885 

Connecticut. . 

1.1905 

1.1268 

Delaware .... 

0.8572 

0 6999 

Florida......__ 

0.8730 

0.9112 

Georgia. . 

0.7773 

0.8415 

Hawaii.... 

0.9618 

0.9737 

Idaho..—__ _ 

0.9105 

09378 

Illinois ........... . .. 

0.7700 

0.8361 

Indiaria . . . 

0.7806 

0.8440 

Iowa ..... 

0.7532 

0.8236 

Knnua* ...,. 

0 7446 

0.8171 

Kentucky- ... 

0.7793 

0.8430 

Louisiana .... 

0.7384 

0.6125 

Maine .......i____ 

0.8328 

0.8822 

Maryland _ _ _ _ _ _ 

0.8061 

0 8628 

Massachusetts... .. 

1.1713 

1.1144 

Michigan..... 

0 8826 

0.9180 

Minr>esota .... . 

0.8309 

0.8809 

Mississippi ..... 

0.6957 

0.7800 

Missouri... 

0.7249 

0.6023 

Montana....... 

0.6255 

0.8769 


0.6995 

0.7829 

...,_ 

Nevada .... 

0.9702 

0.9795 

New Hampshire. .. 

0.9547 

09688 

New Jersey • ........................... 



New Mexico ..... 

0.8318 

6.8815 

New York...... ____ 

0.8402 

0.6876 

North Carolina...........,,,........,..,,... 

0.7936 

0.8536 

North Dakota ____ 

0.7719 

0.8375 

Ohio ------ 

0.8453 

0.8913 

Oklahoma .-. 

0.7400 

0.8137 

Oregon. . — 

09607 

0.9729 

Pennsylvania ... 

0.8613 

0.9028 

Puerto Rico ...-.-. 

0.4333 

0.5640 

Rhode IslarKl *___ 



South Carolina___ 

0.7650 

0.8324 

South Dakota___ 

07168 

0.7961 

Tennessee___ 

0.7340 

0.8091 

Tavaa ...,,. 

0 7591 

0.8280 

Utah. .... 

0.9044 

0.9335 

Vermont ....w.... ... .„ 

0.9706 

09798 

Virginia.... 

0.7826 

08455 

Washington..... 

0.9635 

0.9749 

West Virginia.... 

08488 

0.8938 

Wiscorisin....,.... 

0.8447 

0.8906 

Wyoming_ 

0.8457 

0.8916 


* All counties within the State are classified urban 


Table 4c.—Wage Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Hospitals That Are Re¬ 
classified 


Area reclassified to— 

Wage 

ir>dex 

GAF 

Abilene, TX.... 

0.9429 

0.9605 

Aguadilla, PR—.. 

04568 

0.5848 

Akron. OH... 

06921 

0.9248 

Albany, QA..... 

0.7897 

0.8507 

Albany-Schenectady-Troy, NY... 

08956 

0.9273 

Albany-Scher^tady-Troy, NY 



(Rural Vermont Hospitals). 

0.9706 

0.9798 

Albuquerque. NM.____ 

0.9942 

0.9960 

Alexandria. LA- 

0.8050 

0.8620 

AllentowrvBethlehem-Easton. 



PA-NJ..... 

0.8797 

0.9160 

Altoona. PA .. 

0.9238 

0.9472 

Amarillo. TX...,..... 

08739 

0.9118 

AnahemvSanta Ana, CA... 

1 1545 

1 1034 

Anchorage. AK___ 

1.4000 

1.2591 

Ann Arbor. Ml. 

1.1063 

1.0716 

Appleton-Oshkosh-Neenah. 



Wl... 

08698 

0.9089 

Asheville. NC_ 

0 8472 

0.8927 

Athens, GA..... 

0.7773 

0.8415 

Atlanta. GA___ 

0.9461 

0.9628 

Augusta. QA-SC—.. 

0.9401 

0.9586 

Aurora^lgin. IL .«... 

0.8874 

0.9215 

Baltimore. MD.... 

i.0156 

1.0107 

Bangor, ME ..... 

08801 

0.9163 

Baton Rouge. LA. 

0.9069 

0.9367 

Battle Creek. Ml.. 

0.9099 

0.9374 

Beaver County. PA«. 

0.9451 

0.9621 

Benton Harbor. Ml_ 

0.8626 

0.9180 

Billings. MT..... 

0.9049 

0.9339 

Biloxi-Gulfport MS. 

0.7804 

0.8438 

Binghamton. NY. 

0.8868 

0.9210 

Birmingham. AL ___ 

0.8769 

0.9140 

Bismarck, ND____ 

0.8861 

0.9219 

Bloomington. IN___ 

0.7806 

0.8440 

Boise Oty. ID... 

0.9558 

0.9695 

Boston-Lawrerice-Salem- 



Lowell-Brockton, MA....«,.._ 

1.1574 

1.1053 

BostoolewrerKe^lem- 



Lowell-Brocktoa MA (Rural 



Massachusetts Hospitals). 

1.1713 

1.1144 

Brazoria. TX____ 

0.8792 

0.9156 

Bremerton. WA. 

1.0365 

1.0249 

Buffalo, NY___ 

0.8789 

0.9154 

Burlington. VT_ 

0.9018 

0.9317 

Burlington. VT (Rural Vermortt 



Hospitals). 

0.9706 

0.9798 

Caguas, PR.... 

0.4588 

0.5665 

Canton. OH... 

0.8453 

0 8913 

Casper. WY... 

0.8773 

0.9143 

’Oianrtpaign-Urbana-Rantoul. IL.. 

0.8745 

09123 

Charleston. SC___ 

0.8171 

0.8708 

C^rieston. WV... 

09692 

0.9788 

Chartotte-GastoniaRock Hill. 



NOSC.. 

0.9300 

0.9515 

Charlottesville. VA__ 

0.9374 

0.9567 

Chattanooga. TN-GA.. 

0.8878 

0.9217 

Cheyenne. WY...«. 

0.7499 

0.8211 

Chicago. IL.—.. 

1.0518 

1.0352 

Chico. CA,__ 

10826 

1.0559 

Cincinnati. OH-KY-IN___ 

0.9821 

0.9877 

Cleveland. OH....... 

1.0475 

1.0323 

Columbia. MO... 

0.9269 

0.9493 

Columbia. SC... 

0.8748 

0.9125 

Columbus. GA-AL..«... 

0.7371 

0.8115 

Columbus. OH__ 

0.9518 

0.9667 

Corpus Christi. TX ... 

0.9638 

0.9751 

Dallas. TX... 

09638 

0.9751 

Davenport-Rock islarxFMolme. 



lA-IL...... 

0.8346 

0.8835 

Dayton-Springfield. OH_ 

0.9646 

0.9756 

Daytona Beach, FL- 

08906 

0.9237 

Decatur, AL__ 

0.7331 

08065 

Denver. CO_ __ 

1.0762 

1.0516 

■ Des Moines, lA... 

0.9032 

0.9327 
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Table 4c.—Wage Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Hospitals That Are Re¬ 
classified— Continued 


Area redasscfied to— 

Wage 

index 

GAF 

Detroit, Ml___ 

1.0708 

1.0480 

Dothan. Al__ 

0.7569 

0.8264 

Dubuque. lA... 

0.8121 

0.8672 

Dubuque. lA (Rural Wisconsin 



Hospitals)...^.. 

0.6447 

0.8909 

Duluth. MN-'wi.. 

0.9394 

0.9581 

Eau Ctatre. Wl__ 

0.6481 

0.8933 

EfPaso, TX_ 

0.8714 

09100 

ElKhart-Goehen. IN_ 

0.8872 

0.9213 

Bmira. NY...... 

0.8659 

0.9061 

Erie. PA. — - 

0.9155 

0.9413 

Eugene-Springfleld, OR......._ 

1.0164 

1.0112 

EvansvHle. IN-KY... 

0.6959 

0.9275 

Fargo-Moorhead, ND-MN_ 

0.9316 

0.9526 

Fayettevtile. NC__ 

0.7938 

08536 

Fayetteville-Springdale. AR_ 

0.7990 

0.8578 

Flint, Ml_ 

1.1208 

1.0612 

Florence. AL . 

0.7717 

0.8374 

Florence. SC_ 

0.8429 

08896 

Fort ColUna-Loveland. CO.......... 

1.0031 

1.0021 

Fort Lauderdale-Hollywood- 



Pompano Beach, FI.. 

1.0228 

1.0156 

Fort Myera*Cape Coral, FI_ 

0.9799 

09662 

Fort Pierce. FL 

1.0260 

1.0177 

Fort Smith. AR___ 

0.7931 

0.8532 

Fort Warton Beach. FI_ 

0.8941 

0.9262 

Fort Wayne, IN... 

0.8658 

0.9060 

Fort Worth-AfUngton, TX. 

0.9747 

0 9826 

Fresno, CA... 

1.0624 

1.0423 

GatvestorvTexas City. TX_ 

0.9428 

0.9605 

Gary-Hammorxl. IN... 

0.9022 

0.9319 

Glens Fans, NY.. . .... 

0.8989 

09296 

Grand Forks, ND_ 

0.9209 

0.9451 

Grand Rapids. Ml... 

0.9883 

0.9920 

Great Fate. MT___ 

09262 

0.9489 

Greeley. CO..... 

0.8956 

0.9273 

Green Bay. Wl__ 

0.9278 

0.9500 

Greensboro-WirtstorvSalenfv 



High Point. NC.. 

0.8959 

0.9275 

Greenville-Spartanburg. SC_ 

0.8768 

0.9139 

Hagerstown. MO . 

0.8758 

0.9132 

Hamilton-Middlelown. OH. 

0.8435 

0.8900 

Harnsbufg-LebarKXvCarlisle. 



PA...... .... 

0.9390 

0.9578 

Hartford-Middletown-New Brit- 



am-Bnslol. CT.. 

1.1808 

1.1205 

Hickory. NC_ 

0.8424 

0.8892 

Honolulu. HI.. 

1.1580 

1.1057 

Houston. TX.. 

0.9935 

0.9965 

HuntingtorvAshland, WV-KY- 



OH.-. 

0.9255 

0.9484 

Huntsville. AL_ 

0.8480 

08932 

Indianapolis. IN. ..... 

0.9551 

0.9690 

Iowa City. lA .. 

0.9327 

0.9534 

Jackson. Ml.. 

0.8826 

0.9180 

Jackson. MS....^...^........ 

0.7593 

0.8281 

Jackson. TN..— 

0.8073 

0.8636 

Jacksonville. FL. 

0.9051 

0.9340 

Johnson Oty-Kingsport-Bristol. 



TN-VA.. 

0.8666 

09067 

Johnstown, PA__ 

0.8613 

0.9028 

Joliet IL... 

1.0211 

1.0144 

Jophn. MO......... 

0.7838 

0.8464 

Kalamazoo. Ml.. 

1.1194 

1.0803 

Kansas City, KS-MO-- 

0.9588 

0.9716 

Knoxville. TN... 

0.8693 

0.9085 

knknmn IN 

0.9002 

0.9305 

LaCrosse. Wl.. 

0.8749 

0.9125 

Lalayette. LA..... 

0.8227 

0.8749 

( W.r.i . -r-. 

0.8432 

0.8898 

Lake Charles. LA_...._ 

0.8374 

0.8856 

Lancaster. PA-.-- 

0.9096 

0.9372 

Lansmg-East Lansmg. Ml- 

1.0046 

1.0031 

las Vega% NV.„,... 

1.0489 

1.0332 

Lawrence. KS- — 1 ... 

0.7504 

08215 


Table 4c.—Wage Index and Capital 
Geographic Adjustment Factor 
(GAF) for Hospitals That Are Re- 
CLASSiFiEO— Continued 


Area reclassified to— 

Wage 

index 

OAF 

Lawton. OK......._——_ 

0.8277 

0.8785 

Lewiston-Aubom, ME. - 

0.8457 

0.8916 

Lexington-Fayette. KY_ 

0.8323 

0.8819 

Lincoln, NE.—.—_— 

0.8462 

0.8919 

Little Rock-North Little Rock, 



AR.. 

0.8208 

0.8735 

Longview-Marshalt TX.. 

0.0520 

0.8961 

Lorairv€lyria, OH_ 

0.8896 

0.9230 

Los Angeles^uxig Beach. CA-.. 

1.2359 

1.1561 

Louisville. KY-IN.-. . -. 

0.8969 

0.9282 

Lubbock. TX..... __ ... 

0.8790 

0.9155 

Lynchburg. VA.. 

0.8389 

0.8667 

MacorvWamer Robms, GA. 

0.8622 

0.9035 

MadwortWI. -. 

0.9791 

0.9656 

Menchester-Nashua, NH- 

1.0130 

1.0069 

Mansfield. OH..-. 

0.6453 

0.8913 

Medford. OR__—. 

0.9864 

0.9920 

Memphis, TN-AR-MS_ 

0.8772 

0.9142 

Morcod. CA___ 

1.0315 

1.0215 

Mtami-Hialeah. FL .. 

0.9955 

0.9969 

Middlesex-Somefset- 



Hurrterdort NJ__ 

0.9928 

0.9951 

Midtend. TX_ 

1.0377 

10257 

Milwaukee, Wl_ 

0.9603 

0.9726 

Minneapoli&GL Paul. MN-Wl 

1.0618 

1.0553 

UaMa Al 

0.8244 

0.8761 

MnrlAKin HA.. 

1.1388 

1.0931 

Monroe. LA... 

0.7864 

0.8483 

Montgoroery, AL__ 

0.7738 

0.6389 

MurKae, IN...-. 

0.7955 

0.8550 

Nashville. TN. .. 

0.9397 

0.9583 

New LorxIorvNorwIch. CT__ 

1.1095 

1.0738 

New Orleans, LA.. 

08908 

0.9239 

New York. NY__ 

1.3460 

1.2257 

NAMfArk, NJ .... 

1.0699 

1.0474 

NorfolkVirginia Beach-New- 



port News, VA.—. 

0.8515 

0.8958 

Oakland. CA_ 

1.4529 

1.2915 

Odessa. TX..-.—. 

1.0839 

1.0567 

Oklahoma City, OK.. 

0.9145 

0.9406 

Olympia, WA.-. 

1.0390 

1.0265 

OrWia. NE-4A. 

0 8969 

0.9296 

Orange County. NY-- 

1.0121 

1.0063 

Orlando. FL.- - 

0.9446 

0.0617 

Owensboro, KY____ 

08151 

0.8694 

Oxnard-Ventura. CA--- 

1.1792 

1.1195 

Panama City, FL. 

0.8632 

0.9042 

Parkersburg-Marietta. WV-OH.-. 

0.8540 

0.6976 

Pascagoula. MS..-.-. 

0.8771 

0.9141 

Peona. 11__ 

0.8710 

0.9096 

Philadelphia, PA-NJ_ 

1 0801 

1.0542 

Phoenix, AZ.-.-. 

1.0429 

1 0292 

Pine Bluff. AR.—... 

06979 

0.7817 

Pittsburgh. PA.... 

0.9960 

0.9973 

Pittsfield. MA... 

1.0119 

1 0061 

Portlarxl. ME___ 

0.9095 

0.9371 

Portland. OR... 

1.1421 

1.0953 

Portsmouth-Dover- Rochester, 



NH.. 

1 0027 

1.0018 

Poughkeepsie. NY..-. 

0.9369 

0.9563 

Providence-Pawtucket- 



Woonsocket. Rl.. 

1.0063 

1.0043 

Provo-Orem, l/T.—.. 

1.0001 

1.0001 

Pueblo. CO... 

0.6519 

0.6960 

Raleigh-Durhem. NC.. 

0.9197 

09443 

Rapid City. SO.. 

0.8284 

0.6790 

Redrkng. CA.-..--- 

1.0406 

1.0278 

Reno. NV_ 

1.1438 

10964 

PrkAnnkA VA . ... . 

0.8284 

0.8790 

Rrkf^hAslAT MY ... 

0.9564 

0.9699 

Rockford. N- 

0.9095 

0.9371 

Sacramento. CA.-. 

1.2253 

1.1493 

Saginaw-Bay City-Midland, Ml... 

1.0211 

1.0144 

St. Clood. MN—..... 

0.8919 

0.9246 

St. Louis, MO-II.. 

0.9248 

0.9479 


Table 4c.—Wage Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Hospitals That Are Re¬ 
classified— Continued 


Area redassIM to— 

Wage 

Index 

OAF 

Salem. OR_—— _ 

0.9837 

0.9888 

SaHnas-Seeside-Monterey. CA.. 

1.28^ 

1.1904 

Salt Lake OtyOgden, UT. 

09932 

0.9953 

San Angelo. TX_—..- 

0.8139 

0.8685 

San Antonio. TX —_ 

0.8452 

0.8912 

San Diego, CA —.. 

1.1934 

1.1287 

San Francisco. CA_ 

1.4447 

1.2865 

San Jose, CA — 

1.4721 

1-3032 

San Joan. PR__ 

0.4987 

0.6210 

Santa Barbara-Santa Maria* 
Lompoc, CA-..—--- 

1.1636 

1.1093 

Santa Fe. NM.-. 

ae856 

0.9202 

Santa Rosa-Petakima, CA. 

1.2957 

1.1941 

Sarasota, FL.___ 

0.9446 

0.9617 

ScrantorvWtees Bane. PA. 

0.8856 

09202 

Seattle. WA.. 

1.0719 

1.0487 

Sharon. PA_—_ 

0.8914 

09243 

Sheboygan, Wl. .. 

0.8723 

0.9107 

Sherm^Derkson, TX_ 

0.8934 

0.9257 

Shreveport LA- 

0.9299 

0.9514 

Sioux City, lA-NE-- 

0.8323 

0.8819 

Sioux Fate. SD__ 

0.6833 

0.9185 

South Bend-Mishawaka. IN. 

0 9686 

0.9784 

Spokane. WA__ 

1.0691 

1.0460 

Springfield, IL.-. 

0.9193 

0.9440 

Springfield, MO- 

0.7915 

0.8520 

Slate College. PA_ 

0.9328 

0.9535 

SteubenviMe-Weirton, OH-WV.... 

0.8340 

0.8831 

Stocktort CA.-. 

1.1789 

1.1193 

Syracuse. NY_ 

0.9514 

0.9665 

Tacoma, WA... 

0.9868 

0.9909 

TaMahassee, FL .. 

0.8853 

0.9200 

Tampe-St Petersburg-Cleaf- 
water, FL.— ... 

0.9188 

0.9437 

Terre Haute. IN_ 

0.8651 

0.9055 

Texarkana, TX-Texarkana. AR... 

0.7906 

0.8514 

Toledo, OH.-. 

0.8714 

0.9100 

Toledo, OH (Rural Mk:higan 
Hospitals)_ 

0.8826 

0.9180 

Topeka, KS.. 

0.9302 

0.9517 

Tucson, A2. .-.. 

0.9620 

0.9738 

Tulsa, OK-.-... 

0.8396 

0.8873 

Tyler, TX_—__ 

0.9330 

0.9536 

Valleio-Fairfield-Napa. CA .. 

1.2722 

1.1792 

Vancouver. WA_ 

1.0124 

1.0065 

Victoria, TX.. 

0.8839 

0.9190 

Waco. TX—___—. 

0.7814 

0.8446 

Washington. OOMD-VA.. 

1.0941 

1.0635 

Waterloo-Cedar Fate. lA. 

0.8642 

a9049 

Wausau. Wl.—. 

0.9069 

0.9353 

West Palm Beach-Boca 
RatorvOetray Beach. FL. 

1.0291 

1.0198 

Wichita. KS... 

0.9563 

0.9699 

Wichita Fate, TX.. 

0.8172 

0.8709 

WiMiamsport PA.. 

0.8707 

0.9095 

Wilmmgton. NC.-.-. 

0.8299 

0.8801 

Worcesler-Frtchburg- 
Leominster, MA... —. 

0.9694 

0.9789 

Yakima, WA.. 

0.9966 

0.9990 

Youngstowrv Warren, OH. 

0.9507 

0.9660 

Rural California —... 

0.9963 

0.9988 

Rural Corwecticut .— 

1.1561 

11057 

Rural Georgia. 

0.7773 

0.8415 

Rural Illinois___ 

0.7700 

0.8361 

Rural Indiana- 

0.7806 

0.8440 

Rural Iowa.-. 

0.7532 

0.6236 

Rural Kansas.-. 

0.7446 

0.8171 

Rural Kentucky. ...... 

0.7793 

0.8430 

Rural Louisiana-- 

0.7364 

0.8125 

Rural Massachusetts. 

1.1509 

1.1010 

Rural Michigan—-- 

0.8826 

0.9180 

Rural Minnesota.--- 

0.8309 

0.8809 

Rural Missouri.. _ 

0.7249 

0.8023 

Rural New Hampshire- 

0.9706 

0.9798 

Rural North Carolir>a.— 

0.7936 

0.8536 
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Table 4c.—Wage Index and Capital 
Geographic Adjustment Factor 
(GAF) FOR Hospitals That Are Re¬ 
classified— Continued 


Area redassHied to— 

Wage 

index 

GAF 

Rural Ohio... 

0.84S3 

0.8913 

OklAhorrv*. . 

0.7400 

08137 

Rural Pennsylvania... 

0.8613 

0.9028 

Rural South Dakota.. 

0 7166 

0.7961 

Rural Tflxas i . 

0.7591 

09044 

08280 

0.9335 

Rural Utah.... 


Table 4c.—Wage Index and Capital. 
Geographic Adjustment Factor 
(GAF) FOR Hospitals That Are Re¬ 
classified— Continued 


Area reclassified to— * 

Wage 

index 

GAF 

Rural Virginia... 

0.7826 

0.8455 

Rural Washington_ 

0.9429 

0.9605 

Rural Washington (Rural 



Oregon HoapMals)- 

0.9607 

0.9729 

Rural West Virginia.. 

0.8488 

0.8936 

Rural Wisconsin..... 

0.8447 

0.8909 


Table 4c.—Wage Index and Capital 
Geographic Adjustment Factor 
(GAF) for Hospitals That Are Re¬ 
classified— Continued 


Area reclassified to— 

Wage 

index 

GAF 

Rural Wyoming... 

0 8289 

0.8794 


BILUNO CODE 4120-01-M 
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DRGS 469 AND 470 CONTAIN CASES WHICH COULD NOT BE ASSIGNED TO VALID DRGS. 

ITE: GEOMETRIC MEAN IS USED ONLY TO DETERMINE PAYMENT FOR OUTLIER AND TRANSFER CASES. 

ITE: RELATIVE WEIGHTS ARE BASED ON MEDICARE PATIENT DATA AND MAY NOT BE APPROPRIATE FOR OTHER PATIENTS. 
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« MEDICARE DATA HAVE BEEN SUPPLEMENTED BY DATA FROM MARYLAND AND MICHIGAN FOR LOW VOLUME DRGS. 

»« DRGS 469 AND 470 CONTAIN CASES WHICH COULD NOT BE ASSIGNED TO VALID DRGS. 

NOTE: GEOMETRIC MEAN IS USED ONLY TO DETERMINE PAYMENT FOR OUTLIER AND TRANSFER CASES. 

NOTE: RELATIVE WEIGHTS ARE BASED ON MEDICARE PATIENT DATA AND MAY NOT BE APPROPRIATE FOR OTHER PATIENTS. 
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Table 6a.—N ew Diagnosis Cooes 


Diagnosis 

code 

Description 

008.00..~. 

Intestir^al infection due to unspecified E. cob...... 

008.01.. 

Intestinal mfection due 1o enteropathogenic E. cott. 

008.02-- 

Intestinal infection due to errterotoxigenic E. cob. . 

008.03..^.. 

Intestinal infection due 1o enteromvasive E coif. 

00a04- 

Intestinal infection due to entorohemorrhagic E cpii__ 

008.09._ 

Intestinal mfection due to offier intestinaJ E. cob intections___ 

008.43_ 

Intestinal infection due to Campytobacter..... 

008.44- 

Intestinal infection due to Yersinia enteracoMice.. .. 

008.45._ 

Intestinal inlection due to Cfosthdium difficile. 

ooa4«.- 

Intestinal mfection due to other anaerobes..... 

008.47_ 

Intestinal mfection due to other granunegative bacterle . 

008.61- 

Enteritis due to Rotavirua.... ___ 

008.62.. 

Enteritis due to Adenovirus. .. 

008.63. 

Enteritis due to Nonaalk virus__„. . ... 

008.64.. 

Enteritis due to other small round viruses (SPITf].... 

008.65.... 

Enteritis due to Caldvirus. . 

008.66.. 

Enteritis due to AstrovmM..... 

006.67. 

Enteritis due to Enterovirus not elsewhere dassHfed... „ 

008.69. 

Enteritis due to other viruaes__ _ _ 

041.00. 

Bacterial infection due to unspecilied Streptococcus..... 

041.01- 

Bacterial mfection due to Streptococcus, Group A.. . 

041.02. 

Bacterial mfection due to Streptococcus, Group B. . .. . 

041.03. 

Bacterial mfection due to Streptococcus, Group C .. . 

041.04.. 

Bacterial infection due to Streptococcus. Group D... 

041.05. 

Bacterial mfection due to Streptococcus, Group G.. ... 

041.09. 

Bacterial infection due to other Streotococcus .. . 

041.10_ 

Bacterial mfection due to unspecified Bfapbyfoooccut.. 

041.11.. 

Bacterial infection due to Staphytoooccus sureus.. . 

041.19.. 

Bacterial mfection due to oth^ Staphylocnccijs..... 

041 81. 

Bacterial infection due to Mycoplasma. 

041.82.. 

Bacterial mfection (toe to BadKua fragilis.. 

04183.... . 

Bacterial infection (toe to Clostridium peffnngens . . 

041.84 .. 

Bacterial mfection (toe to other anaerobes . 

041.85 . 

Bacterial infection due to other gram-negative orgarwsms. 

041.89.. _ 

Bacterial infection due to other soecified bacteria.. . 

099.40_ 

Unspecified nongonococcal urethritis [NGtil . 

099.41. 

Venereal urethritis <toe to Chlamydia trachomatis . . .. . . 

099.49. 

Venereal urethritis due to other spedtied organism. . . .. 

099.50. 

Chlamydia trachomatis mfection of unspecified srte_ _ _ __ 

099.51 . 

Chlamydia trachomatis mfection of pharynx ... . 

099.52 ... 

Chlamydia trachomatis mfection of anus and rectum ______ 

099.53 .. 

Chlamydia trachomatis mfection of lower genitourinary sites. _____... 

099.54.... . 

Chlamydia trachomatis mfection of other geniKxirinary sites ........ 

099 55 __ 

Chlamydia trachomatis mfection of unspecified genitourinary site .. . 

099.56 . 

Chlamydia trachomatis infection of peritoneum .... 

099.59 . 

Chlamydia trachomatis mfection of other specified site. ........ 

112.84 . 

Candidiasis of the esophagus... . . ..... 

112.85 _ 

Candidiasis of the mtestine ... . . 

32081 . . 

Meningitis due to anaerobic bacteria. . . . . 

320.82. 

Meningitis (toe to gram-negative bacteria, not elsewhere classified.... . . 

320.89 . . 

Meningitis due to other specified bactena. . . 

346.00 . 

Ciassicat migraine without mention of mlractable mgraina .. 

346.01 . 

Oassicai migraine with intractable migraine, so stated . . 

346.10 . 

Common migraine witfHxit mention of intractable migrains............ .... 

346.11... . 

Common migraine with intractable migraine, so stated _____ 

346.20 _ 

Variants of rrngrame without mention of intractable migrakie ___ 

346.21 . 

Variants of migraine with intractable migraine, sa staled . ... 

346.80 . 

Other forms of migraine without mention of intractable migrttine .... . „ 

346.81 _ 

Other forms of migrame with intractable migrame. so stated ____ 

346.90 . 

Migraine, unsoecftied. without rT>ention of intractable migraine. 

346.91..... . 

Migraine, unspecified, with intractable migraine, so stated ____ 

371.82. 

Corneal disorder due to contact tens._,. . . .. I 

437.7 

Transient global amnesia ... | 


CC 

MDC 

DRG 

N 

06 

182. 183. 184 

N 

06 

162, 163. 184 

N 

06 

182. 183. 164 

N 

06 

182, 183. 184 

N 

06 

182, 183. 164 

N 

06 

182. 183. 184 

H 

06 

182, 183. 184 

H 

06 

162. 183, 184 

N 

06 

182. 183. 184 

N 

06 

182, 183. 184 

N 

06 

182. 183. 164 

N 

06 

182, 183. 184 

N 

06 

182, 183, 184 

N 

06 

182, 183, 184 

N 

06 

182. 183, 184 

N 

06 

162. 183, 184 

N 

06 

162, 183. 184 

N 

06 

182. 183. 184 

N 

06 

162. 183. 184 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

18 

423 

N 

12 

423 


13 

358. 359. 368 

N 

12 

350 


13 

368. 359. 368 

N 

12 

350 


13 

358, 359. 368 

N 

12 

350 

13 

358, 



359. 



368 


H 

03 

68. 69. 70 

H 

06 

188. 189. 190 

N 

12 

350 


13 

358. 359. 368 

N 

11 

320, 321, 322 

N 

12 

350 


13 

358. 359, 368 

N 

06 

188. 189. 190 

N 

12 

350 


13 

358, 359. 368 

Y 

06 

182. 183. 184 


15 

• 387, 389 


25 

489 

V 

06 

162. 183. 184 


15 

> 387, 389 


25 

489 

Y 

01 

20 


15 

»387, 389 

V 

01 

20 


15 

»387, 389 

Y 

01 

20 


15 

»387. 389 

N 

01 

24. 25. 26 

N 

01 

24. 25. 26 

N 

01 

24. 25. 26 

N 

01 

24. 25. 26 

N 

01 

24. 25. 26 

N 

01 

24. 25. 26 

N 

01 

24, 25. 26 

N 

01 

24. 25. 26 

N 

01 

24. 25. 26 

N 

01 

24. 25. 26 

N 

02 

46. 47. 48 

N 

01 

16. 17 
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Table 6a.—N ew Diaqnosis Cooes—C ontinued 


Diagnosis 

code 


Description 


CC 


MDC 


DRG 


44020 - 

440^1_ 

44022 _ 

482.30.. 


482.31.. ... 

482.32. 

482.32.. . 

482.39. 

482.81. 


Atherosclerosis ol arteries of the etdremitiea. unspecified_ 

Atherosderosts of arteries of the extremities with intanruttent daudication. 

Atherosclerosis of arteries of the ^rtremities with rest pain___ 

PneurTx>nia due to unspecified Streptococcus_....._..._..._ 


Pneumonia due to Streptococcus, Group A.. 
D 

Pneumonia due to Streptococcus. Group B. 
Pneumonia due to Streptococcus. Group B. 
Pneumonia due to other Streptococcus.. 


Pneumonia due to artaerobes.. 


482.82.. 

482.83.. 

482.89.. 


Pneumonia due to Escherichia coti (E. ooUl.. 


Pneumonia due to other gram>negalive bacteria*. 
Pneurrxmia due to other specified bacteria_ 


483.0. 

4838. 

824.00. 

624.01- 

824.02... 

824,03.. 

824.04. 

524.05. 

824.06- 

824.08.. 

52410.. 

62411.. 

624.12- 

624.18. 

624 70,.. 

824.71 . 

624.72 . 

824.78... 

824.74.. 

824.79- 


Pneumonia due to Mycoplasma pneumoniaa. 
Pneumonia due to oSrer specified organism.. 

Unspecified anomaly of jaw size___ 

MaxiMary hyperplasia... 

Mandibular hyperplasia. 

Maxiflary hypoplasia... 

Marxlibular hypoplasia.—.. 

Macrogenia....—... 

Microgenia....... 


Other specified anomaly of jaw size. 

Unspecified anomaly of retaitionship of iaw to cranial base. 

Maxillary asymmetry........... 

Other jaw asymmetry.... 

Other specified anomaly of relationship of jaw to cranial 

Unspecified alveotar anomaly.... 

Alveolar maxillary hyperplasia. 

Alveolar mandibular hyperplasia. 

Alveolar maxillary hypoplasia... 

Alveolar mandibular hypoplasia. 

Other specified alveolar arv>maiy...... 


26 

V 


89851.. 
888.82. 

886.83.. 

88654.. 

89858.. 

59859.. 

89951.. 
699,82. 
89953. 


Hypertomcity of bladder.. 

Low bladder oompliince...... 

Paralysis of Waddtr........ 

Neurogenic bladder. rK>t otherwise sptoified.. 

Detrusor sphincter dyssynargla...— 

Other functiooal disorder of bladdef--- 

Urethral hypermobHity.. 


Intrinsic (urethral) sphincter deficiency tlSDl.. 
Urethral irtstabMity.—..... 


05 

05 

06 

04 

15 

25 

04 

15 

489 

04 

15 

25 

04 

15 

25 

04 

15 

25 

04 

15 

25 

04 

15 

25 

04 

15 

25 

04 

15 

25 

04 

15 

04 

IS 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 

03 


130, 131 
130. 131 
130, 131 
89. 90. 91 
» 387, 989 
480 
89. 90. 91 
‘387.389 

89. 90. 91 
‘387.389 
489 
89.90,91 
‘387.389 
489 
89. 90. 91 
‘387.389 
489 
79. 80. 81 
‘387,389 
489 
79. 80. 81 
*387.389 
489 
79. 80. 81 
‘387.389 
489 
79. 80. 81 
‘387.389 
489 
89. 90. 91 
‘387.389 
89. 90. 91 
‘387.389 
185. 188. 187 
482 

185. 186. 187 

482 

185. 186. 107 
482 

185. 106. 187 

482 

185. 186. 187 
482 

185. 186. 187 
482 

185. 186. 187 
482 

165. 186. 187 

482 

185. 186, 187 
462 

185. 186. 107 
482 

185. 186. 187 
482 

185. 186. 187 
482 

185. 186. 167 
482 

185. 186. 187 
482 

185. 186. 187 
482 

185. 186. 167 
482 

185. 186. 187 
482 

185, 186. 187 

482 

331. 332. 333 
331, 332. 333 
331. 332. 333 
331. 332. 333 
331. 332. 333 
331. 332. 333 
331. 332. 333 
331. 332. 333 
331. 332. 333 
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Table 6a.—N ew Diagnosis Cooes—C ontinued 


Diagnosis 

code 


Oesonpcion 


599.84- 

599.89- 

659.60 -- 

659.61 .. 

65963. 

69272.— 

692.73 - 

692.74 . 

69282- 

692.83....... 

710.5-- 

738.10 . 

738.11 . 

738.12.. 

738.19. 

780.01.. 


Ottiof specified disordefs ol ......._......... 

Other specified disorders of leinvy Irani_ 

Other advanced maternal age, unspecified as to episode of care or not apphcabfe.. 

Other advanced maternal age. delivered, or without meneon of antepartum oondHion.. 

Other advanced maternal age. antepartum conditioo or oompfication_ 

Acute dermatitis due to solar ndialikm ....... 

Aclinic reticuloid and actinc granuloma_ 

Other chronic dermatilis due to solar mdMon __ 

Dermatitis due to other ............._____ 

Dermatitis due to metals______ 

EoslnophiMa m^mlgia syndroma......Z 

Unspecified acquired deformity of head___ 

Zygomatic Kypeiplaaia-::_ 

Zygomaac hypoplMla----:_ 

Other a p adia d a cq u irad deformity of head....... 

Coma.....____ 


780.02.. 

780.09.. 

780.57.. 
788 30> 
788-31.. 

78832.. 
788-33.. 

788.34.. 
788 35.. 
78836- 
788 37- 
788 39- 
864 05.. 


Transient alteration of awareness_ 

Other alteration of consciousness. 

Other and unapecified sleep apr^ea. 

Unspecified urinary incordinanoe_..... 

Urge incontinence.. 

Stress incontinence, male. 

Mixed incontinence, urge and stress_ 

Incontinence without sensory awareness 

Post'void dribbling. 

Nocturnal an u re sis ..... 

Continuous leakage____ 

Other urinary incontinence.. 


Injury to Nver without mention of open wound into cavity, unspecified laceration. 



864.15. 


Injury to liver with open wourxl into cavity, unspecified laceration....... 


V07.4 - 
V25.43 
V25.5.. 
V290.. 


[Need for) prophylactic postmenopausal hormone replacement dterapy..... 

[Encounter for) survetilance of implantable subdermal contraceptive_ 

[Encounter for) insertion of implantable subdermal co n tr ac e pt ive... 

Observation and evaluation of newborns and infants for suspected infecboua condition not 
found. 


V29.1 


Observation and evaluation of newborns and infants for suspected neurological condition not 
found 


V298 


Observation and evaluation of newborns and infants for other specified suspected condrtion 
not found. 


V299 


Observation and evaluation of newbome and infants for unspecified suspected condition not 
fourxl 


> Diagnosis code is classified as a “major problem'* m these DRGe. 

• DtagrxTSis code is assigned to the "Signfficant Abdominal Trauma” body site category. 

* Diagnosis code is considered in this classification only if it is a secondary dia^io^ 


CC 

MDC 

DRG 

N 

11 

331. 332. 333 

N 

11 

331, 332. 333 

N 

14 

370. 371. 372. 373. 374, 375 

N 

14 

370. 371. 372. 373. 374. 375 

N 

14 

363.364 

N 

09 

283.284 

N 

09 

283.284 

N 

09 

283. 264 

N 

09 

283.284 

N 

09 

283. 284 

Y 

09 

240. 241 

N 

08 

256 

N 

08 

256 

N 

08 

256 

N 

08 

256 

Y 

01 

23 


15 

»367. 389 

N 

01 

23 

N 

01 

23 

N 

01 

34.35 

N 

11 

325. 326. 327 

N 

11 

325.326. 327 

N 

11 

325. 326. 327 

N 

11 

325. 326, 327 

N 

11 

325. 326. 327 

N 

11 

325. 326. 327 

N 

11 

325.326.327 

N 

11 

325. 326. 327 

N 

It 

325. 326. 327 

Y 

07 

205. 206 


24 

*467 

Y 

07 

205.206 


24 

*467 

N 

23 

467 

N 

23 

467 

N 

23 

467 

N 

15 

*391 


23 

467 

N 

15 

•391 


23 

467 

N 

15 

•391 


23 

467 

N 

15 

•391 


23 

467 


Table 6b.—New Procedure Cooes 


Procedure 

code 

Description 

OR 

MDC 

DRG 

02.96 

Insertion of sohenoidal electrodes... 

N 



66.01 

Satoinaolomv... 

Y 


3*^ 3^ 3^7 mrwi 

66.02 

SalDinqostomy_ 

y 

t3_ 

WIU 

3*^ 3«7 Anri 

68.9 

Other and unspecified hysterectomy. . 

Y 

13 

<99 • « 090, ono 99V. 

354. 355. 357. 358. and 359 

375 




14_ 

81.97 

Revision of ioint reolacement of upper extremity. 

Y 

06. 21. and 

24. 

233. 234. 442. 443. and 486 

— 




Table 6c.—Invalid OiAGNOSfS Codes * 


Oiagnosie 

code 


Descriptiori 


006.0 

008.6 

041.0 

041.1 

041.8 


Intestinal infection due to Escherichia cok [E. ooK).. 

Enientia due to apeofied virus... 

Bacterial infection due to Streptoooocus..... 

Bacterial ir#ectx>n due to Staphylococcus... 

Other specified bacterial infections.. 


N 

N 

N 

N 

N 


CC 


MDC 


06. 

06- 

18.. 

18.. 

10 .. 


DRG 


182. 183. and 184. 
182. 183. and 184. 
423, 

423. 

423. 
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Table 6c.—Invaud Diagnosis Codes ‘—Continued 


Diagnosis 

code 

Description 

CC 

MDC 

DRG 

099.4 

Other nongonococcal urethntis...... 

N 

12. 

350. 

320.8 

Meningitis due to other specified bactena .., 

13 

Y 

358. 359. and 
368.. 

01 and 15 

20. 387. and 389.* 

24. 25. and 26. 

24. 25. and 26. 

24. 25. and 26. 

24. 25. and 26. 

24. 25. and 26. 

130. 131. 

89. 90. and 91. 

79, 80, and 81. 

89. 90, and 91. 

185. 186, and 187 

185. 186, and 187. 

331. 332. and 333. 

331, 332. and 333. 

256. 

346.0 

Classical migraine___ _ r.. , .... 

N 

01 

346.1 

Common migraine., 

N 

01... 

346.2 

Variants of migraine. 

N 

01.. 

346.8 

Other forms of migraine.............. 

N 

01..... 

346 9 

Migraine, unspecified..... .. , 

N 

01_........._ 

440.2 

Atherosclerosis of artenes of the extremities...... 

N 

05. 

482.3 

Pneumonia duo to Streptococcus..... .... 

Y 

04__ 

4828 

Pneumonia due to other specified bacteria..... „ _ 

Y 

04_ __ 

483 

Pneumonia duo to other specified organism........ 

Y 

04.. 

524.0 

Major anomalies of jaw size........ 

N 

f« . 

524.1 

Anomalies of relationship of jaw to cranial base....... 

N 

03... 

596.5 

Other functional disorders of bladder.. 

N 

11____ 

5998 

Other specified disorders of urethra and urinary tract. 

N 

11 

7381 

Other acQuired deformity of head... 

N 

06... 

780.0 

Coma and stupor.__.«......... 

Y 

01.. 

23. 

788.3 

incontinence of urino....... 

N 

11.. „ . 

325, 326. and 327. 




* See Tab^e 6a for new diagnosis codes (4* or Sniigits) that wiH be considered valid by the FY 1993 GROUPER. 

* Diagnosis code is classified as a ‘major problem'^ in these ORGs. 


Table 6o.—Invaud Procedure Codes 


Procedure 

code 

Description 

OR 

MDC 

DRG 

4612 

Permanent magnetic colostomy..... 

Y.. 

06. 17. 21, 
and 24. 

13 and 14. 

148. 149. 400, 406. 407. 442. 443, and 
486. 

354. 355. 357, 358. 359. and 375 

69.11 

Removal of intraligamentous ectopic pregnancy...... 

Y. 

89.49 

Artifiaal pacemaker slew rate che^.......... 

N 







Table 6 e.—Revised Diagnosis Code Titles 


Diagnosis 

code 


Description 


0798 

079.9 

200.10 
200.20 
200 80 
201.00 
201.10 
201.20 
201.40 


Other specified viral and Chlamydial infectiof>s....... 

Unspecified viral and Chlamydial infection....... 

Reticulosarcoma, unspecified site, extranodal and solid organ sites... 

Lympnosarcoma, unspecified site, extranodal and solid organ sites. 

Burkitt's tumor or lymphoma, unspecified site, extranodal and solid organ sites... 

Other named variants, unspeahed site. extrar>odal and solid organ sites__ 

HodgKm’s paragranuloma, unspecified site, extranodal and solid organ sites_ 

HodgKtn’s gro.''uVvna. unspecified site. extrarHXfal anJ solid organ sites.. 

Hodgkins sarconi^ unspecified site, extranodal and solid organ sites. 

Lymphocytic-histiocyiic predominance, unspecified site, extranodal and solid 
organ sites. 


N 

N 

Y 


201.50 

201.60 

201.70 

201 90 
202.00 
202.10 

202 20 
202.30 
202.40 


Nodular sclerosis, unspecified site, extranodal and solid organ sites. 

Mixed ceHularity, unspecified site, extranodal and solid organ sites.. 

Lymphocytic deletion, unspecified site, extranodal and solid organ sites. 

Hodgkin’s disease, unspeci^ site, extranodal arxl solid organ sites. 

Nodular lymphoma, unspecified site, extranodal and solid organ sites. 

Mycosis fungoides. unspecified site, extranodal and solid organ sites....._ 

Sezary’s disease, unsp^ied site, extranodal and solid organ sites.... 

Malignant histiocytosis, unspecified site, extranodal and solid organ sites. 

Leukemic reticuloendotheliosis. unspecified site, extranodal arid solid organ 


sites. 


202.50 
202.60 
202.80 
202 90 

481 

654.20 

654.21 

654 23 

665.10 

665.11 


Letterer-Siwe disease, unspecified site, extranodal and solid organ sites. 

Malignant mast cell tumors, unspecified site, extranodal and sokd organ sites..... 

Other lymphomas, unspecified site, extranodal and solid organ sites. 

Other and unspeafied malignant neoplasms of lymphoid and histocytic tissue, 
unspecified site, extranodal and solid organ sites. 

PneunrHXX)Ccal pneumonia [Streptococcus pneumoniae pneumomal. 

Previous cesarean delivery, unspecified as to episode of care or not applicable.. 
Previous cesarean delivery, delivered, with or without mention of antepartum 
condition. 

Previous cesarean dekvery. antepartum condition or complication... 

Rupture of uterus dunng labor, unspecified as to episode of care or not 
applicable. 

Rupture of uterus dunng labor, delivered, with or without mention of antepar¬ 
tum condition. 


N 

N 

N 


Rupture of uterus during labor, delivered, with mention of postpartum complica¬ 
tion. 


MDC 

DRG 

1ft 

421, 422 

18..... 

421. 422. 

17. 

400, 401. 402. 403. and 404. 

17. 

400. 401, 402. 403. and 404 

17.. 

400. 401, 402. 403. and 404. 

17. 

400, 401, 402, 403. and 404 

17.... 

400. 401, 402. 403. and 404. 

17. 

400. 401, 402, 403. and 404. 

17... 

400. 401. 402. 403. and 404 

17.. 

400. 401. 402. 403. and 404. 

17__ 

400. 401. 402. 403. and 404 

17. 

400, 401. 402. 403. and 404 

17. 

400. 401, 402. 403. and 404 

17. 

400. 401. 402. 403, and 404 

17. 

400. 401. 402. 403. and 404 

17__ 

400. 401. 402. 403. and 404 

17... 

400. 401. 402. 403. and 404 

17.. 

400. 401. 402. 403. and 404 

17. 

400. 401. 402. 403. and 404 

17.. 

406, 407. 408. 413. and 414. 

17.. 

400. 401, 402. 403. and 404. 

17. 

400. 401, 402, 403. and 404. 

17.. 

400. 401, 402. 403. and 404. 

04. 

89. 89. 91. 

14. 

469. 

14. 

370, 371. 372. 373. 374. and 375 

14... 

383. 384. 

14. 

370. 371. 372. 373. 374. and 375 

14... 

370. 371, 372. 373. 374, and 375 

14...... 

370. 371. 372. 373. 374. and 375 


665.12 
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Table 6 e.—RE vtSEO Diagnosis Code Titles—C ontinued 


Diagnosis 

code 

Desc»iplK>n 

CC 

MOC 

DRG 

665.14 

Rupture ot uterus during labor. Doetpartum condrtion or OOrnpf^catkMi. 


14 _ 

376. 377. 

692.79 

Other dermatitis due to solar cadiAtinn 

N 

09_ 


768.4 

Fetal distress, unspecified as to tme of onset In fivebom Mant 

N 


390 

785.2 

UndiagrK>sed cardiac murmurs. . 


. 

05 


V30.00 

Single livebom. bom in hospital, delivered without mention of cesarean delivery. 

N 

15. 

130, T3d, i3/. •• 

391. 

V30.01 

Single bvebom. bom in hospital, delivered by cesarean delivery 

N 

15 

391. 

V31 00 

Twin, mate livebom, bom m hospital, delivered urithout mention of cesarean 

N 

15. 

391. 


delivery. 




V31.01 

Twin, mate livebom. bom in hospital, deitvered by cesarean delivery..... .. 

N 

15 .. 

391. 

V32.00 

Twin, mate stillbom. bom in hospital, delivered without mention of oesman 
deitvery. 

N 

15 .. 

391! 

V32.01 

Twin, mate stillbom. bom in hosoitai. delivered by cesereMi dAiiwAry 

N 

15. 

391 

V33.00 

Twin, unspecified, bom in hospital, delivered without mention of cesarean 

N 

15 .. J 

391. 


delivery. 




V33.01 

Twin, unspecified, bom in hoepital. delivered by cesarean delivery. .... 

N 

IS 

391 

V34 00 

Other muttiple. mates aM livebom, bom in hospital, delivered without mention ^ 

N 

15 .. 

391. 


cesarean. 




V34.01 

Other multiple, mates aft livebom. bom in hospital, delivered by cesarean 

N 

15 .. . 

391. 


delivery. 




V35.00 

Other multiple, mates aU sbllborn, bom in hospital, delivered without mentw of 

N 

15 . 

391. 


cesanan delivery. 




V35.01 

Other multiple, mates all stillborn, bom in hosprtal. defrvered by cesarean 

N 

15.. 

391. 


deHvery. 




V36.00 

Other multiple, mates live* and stillborn, bom in hospital, delivered without 

N 

15. _ 

391. 


mention of cesarean dei^ery. 




V36.01 

Other multiple, mates Uve- and stillbom. bom in hospital, delivered by cesarean 

N 

15.. 

391. 


detivery. 




V37.00 

Other multiple, unspecified, bom in hospital, delivered without mention of 

N 

15-.. 

391. 


cesarean delivery. 




V37.01 

Other multiple, unspecified, bom in hospital, delivered by cesarean delivery_ 

N 

15.. 

391. 

V39.00 

Livebom infant type of bath unspeaftedL born in hospiUrt, delivored without 

N 

15.. 

391. 


mention of cesarean delivery. 




V39.01 

Livebom infant type of birth unspecified, bom m hospitat delivered by 

N 

15*... 

391. 


cesarean delivery. 




V73.8 

Other specific viral and Chlamydial dIsaMee... 

N 

23 

467. 






Table 6f.—Revised Procedure Code Titles 


Procedure 

code 

Oescnpbon 

OR 

MOC 

DRG 

04.01 

Excision of acoustic neurarne. 

Y 

oi 

1. 2. 3. 

63. ^ 

4613 

Permanent colostomy... „ 


03 -. 

Y 

05 ..... 

146. 149. 

400,406. 407. 

442,443. 

486. 




17..~I 




21 ... 

54.91 

Percutaneous abdominal drainage.... 


24. 

N 

Y 


74.3 

Removal of extratubal ectopic pregnancy__ _ 

14 

375. 

233, 234. 

21 

81.59 

Revision of joint replacement of lower extremity, not^ elsewhere classified 

y 

08. 




21 -. 




24. 

442. 443. 

486. 

— 





BHJJNO COOC 
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Table 6g - Additions to the CC Exclusions List 


CCS that are added to the list are in Table 6g-Addltions to the CC 
Exclusions List. Each of the principal diagnoses is shown with an 
asterisk, and the revisions to the CC Exclusions List are provided 
in an indented column Immediately following the affected principal 
diagnosis. 


*00321 

48289 

4830 

4838 

32081 

4830 

4838 

•01121 

32082 

4338 

*01113 

48230 

32089 

•01105 

48230 

48231 

•01100 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

•01122 

4830 

4838 

•01114 

48230 

4838 

*01106 

48230 

48231 

*01101 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

*01123 

4830 

4838 

*01115 

48230 

4838 

•OHIO 

48230 

48231 

•01102 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

*01124 

4830 

4838 

•01116 

48230 

4838 

*01111 

48230 

48231 

*01103 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

*01125 

4830 

4838 

•01120 

48230 

4838 

•01112 

48230 

48231 

*01104 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 


*01126 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

•01151 

4830 

4838 

•01143 

48230 

4838 

•01135 

48230 

48231 

*01130 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

•01152 

4830 

4838 

•01144 

48230 

4838 

•01136 

48230 

48231 

*01131 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

•01153 

4830 

4838 

•01145 

48230 

4838 

•01140 

48230 

48231 

•01132 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

•01154 

4830 

4838 

•01146 

48230 

4838 

•01141 

48230 

48231 

•01133 

48230 

48231 

48232 

48230 

48231 

48232 

48239 

48231 

48232 

48239 

48281 

48232 

48239 

48281 

48282 

48239 

48281 

48282 

48283 

48281 

48282 

48283 

48289 

48282 

48283 

48289 

4830 

48283 

48289 

4830 

4838 

48289 

4830 

4838 

•01155 

4830 

4838 

•01150 

48230 

4838 

•01142 

48230 

48231 

•01134 

48230 

48231 

48232 
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48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01156 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01160 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01161 

48230- 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01162 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01163 

48230 

48231 

48232 
48239 


Page 2 of 


48281 

48282 

48283 
48289 
4830 
4838 

•01164 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01165 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01166 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
4828. 
4830 
4838 

•01170 

48230 

48231 

48232 
48239^ 
48282: 

48282 

48283 
48289 
4830 
4838 

•01171 

48230 

48231 

48232 
48239 
48281 


48282 

48283 
48289 
4830 
4838 

*01172 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01173 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01174 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01175 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01176 

48230 

48231 

48232 
48239 

48281 

48282 


48283 

48289 

4830 

4838 

•01180 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01181 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01182 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01183 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01184 

48230 

48231 

48232 
48239 

48281 

48282 

48283 


48289 

4830 

4838 

*01185 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01186 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01190 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01191 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01192 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 


4830 

4838 

*01193 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01194 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01195 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01196 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01200 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 


4838 

*01201 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•01202 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01203 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01204 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01205 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 


18 Pages 


•01206 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01210 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01211 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01212 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01213 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*01214 
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48230 

48231 

32089 

48232 

48239 

0330 

6822 

6804 

43231 

48232 

•01301 

48239 

48281 

0381 

6823 

6805 

48232 

48239 

32081 

48281 

48282 

0382 

6825 

6806 

48239 

48281 

32082 

48282 

48283 

0383 

6826 

6807 

48281 

48282 

32089 

48283 

48289 

03840 

6827 

6808 

48282 

48283 

•01302 

48289 

4830 

03841 

6828 

6809 

48283 

48289 

32081 

4830 

4838 

03842 

6829 

6820 

48289 

4830 

32082 

4838 

*01796 

03843 

*04102 

6821 

4830 

4838 

32089 

*01791 

48230 

03844 

0380 

6822 

4838 

•01283 

*01303 

48230 

48231 

03849 

0381 

6823 

*01215 

48230 

32081 

48231 

48232 

0388 

0382 

6825 

48230 

48231 

32082 

48232 

48239 

0389 

0383 

6826 

48231 

48232 

32089 

48239 

48281 

6800 

03840 

6827 

48232 

48239 

*01304 

48281 

48282 

6801 

03841 

6828 

48239 

48281 

32081 

48282 

48283 

6802 

03842 

6829 

48281 

48282 

32082 

48283 

48289 

6803 

03843 

*04104 

48282 

48283 

32089 

48289 

4830 

6804 

03844 

0380 

48283 

48289 

*01305 

4830 

4838 

6805 

03849 

0381 

48289 

4830 

32081 

4838 

*0212 

6806 

0388 

0382 

4830 

4838 

32082 

*01792 

48230 

6807 

0389 

0383 

4838 

*01284 

32089 

48230 

48231 

6808 

6800 

03840 

*01216 

48230 

*01306 

48231 

48232 

6809 

6801 

03841 

48230 

48231 

32081 

48232 

48239 

6820 

6802 

03842 

48231 

48232 

32082 

48239 

48281 

6821 

6803 

03843 

48232 

48239 

32089 

48281 

48282 

6822 

6804 

03844 

48239 

48281 

*01310 

48282 

48283 

6823 

6805 

03849 

48281 

48282 

32081 

48283 

48289 

6825 

6806 

0388 

48282 

48283 

32082 

48289 

4830 

6826 

6807 

0389 

48283 

48289 

32089 

4830 

4838 

6827 

6808 

6800 

48289 

4830 

*01311 

4838 

*0310 

6828 

6809 

6801 

4830 

4838 

32081 

*01793 

48230 

6829 

6820 

6802 

4838 

*01285 

32082 

48230 

48231 

*04101 

6821 

6803 

*01200 

48230 

32089 

48231 

48232 

0380 

6822 

6804 

48230 

48231 

*01312 

48232 

48239 

0381 

€823 

6805 

48231 

48232 

32081 

48239 

48281 

0382 

6825 

6806 

48232 

48239 

32082 

48281 

48282 

0383 

6826 

6807 

48239 

48281 

32089 

48282 

48283 

03840 

6827 

6808 

48281 

48282 

*01313 

48283 

48289 

' 03841 

6828 

6809 

48282 

48283 

32081 

48289 

4830 

03842 

6829 

6820 

48283 

48289 

32082 

4830 

4838 

03843 

*04103 

6821 

48289 

4830 

32089 

4838 

*0360 

03844 

0380 

6822 

4830 

4838 

*01314 

*01794 

32081 

03849 

0381 

.6823 

4838 

•01286 

32081 

48230 

32082 

0388 

0382 

6825 

•01281 

48230 

32082 

48231 

32089 

0389 

0383 

6826 

48230 

48231 

32089 

48232 

*0391 

6800 

03840 

6827 

48231 

48232 

*01315 

48239 

48230 

6801 

03841 

6828 

48232 

48239 

32081 

48281 

48231 

6802 

03842 

6829 

48239 

48281 

32082 

48282 

48232 

6803 

03843 

*04105 

48281 

48282 

32089 

48283 

48239 

6804 

03844 

0380 

48282 

48283 

*01316 

48289 

48281 

6805 

03849 

0381 

48283 

48289 

32081 

4830 

48282 

6806 

0388 

0382 

48289 

4830 

32082 

4838 

48283 

6807 

0389 

0383 

4830 

4838 

32089 

*01795 

48289 

6808 

6800 

03840 

4838 

*01300 

*01790 

48230 

4830 

6809 

6801 

03841 

*01282 

32081 

48230 

48231 

4838 

6820 

6802 

03842 

48230 

32082 

48231 

48232 

*04100 

6821 

6803 

03843 
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03844 

0380 

• 6822 

01122 

01203 

01363 

01634 

01744 

03849 

0381 

6823 

01123 

01204 

01364 

01635 

01745 

0388 

0382 

6825 

01124 

01205 

01365 

01636 

01746 

0389 

0383 

6826 

01125 

01206 

01366 

01640 

01750 

6800 

03840 

6827 

01126 

01210 

01380 

01641 

01751 

6801 

03841 

6828 

01130 

01211 

01381 

01642 

01752 

6802 

03842 

6829 

01131 

01212 

01382 

01643 

01753 

6803 

03843 

•04119 

01132 

01213 

01383 

01644 

01754 

6804 

03844 

0380 

01133 

01214 

01384 

01645 

01755 

6805 

03849 

0381 

01134 

01215 

01385 

01646 

01756 

6806 

0388 

0382 

01135 

01216 

01386 

01650 

01760 

6807“ 

0389 

0383 

01136 

01300 

01390 

01651 

01761 

6808 

6800 

03840 

01140 

01301 

01391 

01652 

01762 

6809 

6801 

03841 

01141 

01302 

01392 

01653 

01763 

6820 

6802 

03842 

01142 

01303 

01393 

01654 

01764 

6821 

6803 

03843 

01143 

01304 

01394 

01655 

01765 

6822 

6804 

03844 

01144 

01305 

01395 

01656 

01766 

6823 

6805 

03849 

01145 

01306 

01396 

01660 

01770 

6825 

6806 

0388 

01146 

01310 

.01400 

01661 

01771 

6826 

6807 

0389 

01150 

01311 

01401 

01662 

01772 

6827 

6808 

6800 

01151 

01312 

01402 

01663 

01773 

6828 

6809 

6801 

01152 

01313 

01403 

01664 

01774 

6829 

6820 

6802 

01153 

01314 

01404 

01665 

01775 

04109 

6821 

6803 

01154 

01315 

01405 

01666 

01776 

0380 

6822 

68C4 

01155 

01316 

01406 

01670 

01780 

0381 

6823 

6805 

01156 

01320 

01480 

01671 

01781 

0382 

6825 

6806 

01160 

01321 

01482 

01672 

01782 

0383 

6826 

6807 

01161 

01322 

01483 

01673 

01783 

03840 

6827 

6808 

01162 

01323 

01484 

01674 

01784 

03841 

6828 

6809 

01163 

01324 

01485 

01675 

01785 

03842 

6829 

6820 

01164 

01325 

01486 

01676 

01786 

03843 

*04111 

6821 

01165 

01326 

01600 

01690 

01790 

03844 

0380 

6822 

01170 

01330 

01601 

01691 

01791 

03849 

0381 

6823 

01171 

01331 

01602 

01692 

01792 

0388 

0382 

6825 

01172 

01332 

01603 

01693 

01793 

0389 

0383 

6826 

01173 

01333 

01604 

01694 

01794 

6800 

03.840 

‘6827 

01174 

01334 

01605 

01695 

01795 

6801 

03841 

6828 

01175 

01335 

01606 

01696 

01796 

6802 

03842 

6829 

01176 

01336 

01610 

01720 

01800 

6803 

03843 

•04181 

01180 

01340 

01611 

01721 

01801 

6804 

03^44 

01100 

01181 

01341 

01612 

01722 

01802 

6805 

03849 

01101 

01182 

01342 

01613 

01723 

01803 

6806 

0388 

01102 

01183 

01343 

01614 

01724 

01804 

6807 

0389 

01103 

01184 

01344 

01615 

01725 

01805 

6808 

6800 

01104 

01185 

01345 

01616 

01726 

01806 

6809 

6801 

01105 

01186 

01346 

01620 

01730 

01880 

6820 

6802 

01106 

01190 

01350 

01621 

01731 

01881 

6821 

6803 

OHIO 

01191 

01351 

01622 

01732 

01882 

6822 

6804 

01111 

01192 

01352 

01623 

01733 

01883 

6823 

6805 

0>lll2 

01193 

01353 

01624 

01734 

01884 

6825 

6806 

01ll3 

01194 

01354 

01625 

01735 

01885 

6826 

6807 

01114 

01195 

01355 

01626 

01736 

01886 

6827 

6808 

01115 

01196 

01356 

01630 

01740 

01890 

6828 

6809 

01116 

01200 

01360 

01631 

01741 

01891 

6829 

6820 

01120 

01201 

01361 

01632 

01742 

01892 

04110 

6821 

01121 

01202 

01362 

01633 

01743 

01893 
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01894 

OHIO 

01191 

01351 

01622 

01732 

01882 

6829 

01895 

01111 

01192 

01352 

01623 

01733 

01883 

*04183 

01896 

01112 

01193 

01353 

01624 

01734 

01884 

01100 

0310 

01113 

01194 

01354 

01625 

01735 

01885 

01101 

0360 

01114 

01195 

01355 

01626 

01736 

01886 

01102 

0361 

01115 

01196 

01356 

01630 

01740 

01890 

01103 

0362 

01116 

01200 

01360 

01631 

01741 

01891 

01104 

0363 

01120 

01201 

01361 

01632 

01742 

01892 

01105 

03640 

01121 

01202 

01362 

01633 

01743 

01893 

01106 

03641 

01122 

.01203 

01363 

01634 

01744 

01894 

OHIO 

03642 

01123 

01204 

01364 

01635 

01745 

01895 

01111 

03643 

01124 

01205 

01365 

01636 

01746 

01896 

01112 

03681 

01125 

01206 

01366 

01640 

01750 

0310 

01113 

03682 

01126 

01210 

01380 

01641 

01751 

0360 

01114 

03689 

01130 

01211 

01381 

01642 

01752 

0361 

01115 

0369 

01131 

01212 

01382 

01643 

01753 

0362 

01116 

0380 

01132 

01213 

01383 

01644 

01754 

0363 

01120 

0381 

01133 

01214 

01384 

01645 

01755 

03640 

01121 

0382 

01134 

01215 

01385 

01646 

01756 

03641 

01122 

0383 

01135 

01216 

01386 

01650 

01760 

03642 

01123 

03840 

01136 

01300 

01390 

01651 

01761 

03643 

01124 

03841 

01140 

01301 

01391 

01652 

01762 

03681 

01125 

03842 

01141 

01302 

01392 

01653 

01763 

03682 

01126 

03843 

01142 

01303 

01393 

01654 

01764 

03689 

01130 

03844 

01143 

.01304 

01394 

01655 

01765 

0369 

01131 

03849 

01144 

0130S 

01395 

01656 

01766 

0380 

01132 

0388 

01145 

01306 

01396 

01660 

01770 

0381 

01133 

0389 

01146 

01310 

01400 

01661 

01771 

0382 

01134 

3570 

01150 • 

01311 

01401 

01662 

01772 

0383 

01135 

6800 

01151 

01312 

01402 

01663 

01773 

03840 

01136 

6801 

01152 

01313 

01403 

01664 

01774 ' 

03841 

01140 

6802 

01153 

01314 

01404 

01665 

01775 

03842 

01141 

6803 

01154 

01315 

01405 

01666 

01776 

03843 

01142 

6804 

01155 

01316 

01406 

01670 

01780 

03844 

01143 

6805 

01156 

01320 

01480 

01671 

01781 

03849 

01144 

6806 

01160 

01321 

01482 

01672 

01782 

0388 

01145 

6807 

01161 

01322 

01483 

01673 

01783 

0389 

01146 

6808 

01162 

01323 

01484 

01674 

01784 

3570 

01150 

6809 

01163 

01324 

01485 

01675 

01785 

6800 

01151 

6820 

01164 

0132S 

01486 

01676 

01786 

6801 

01152 

6821 

01165 

01326 

01600 

01690 

01790 

6802 

01153 

6822 

01170 

01330 

01601 

01691 

01791 

6803 

01154 

6823 

01171 

01331 

01602 

01692 

01792 

6804 

01155 

6825 

01172 

01332 

01603 

01693 

01793 

6805 

01156 

6826 

0117J 

01333 

01604 

01694 

01794 

6806 

01160 

6827 

01174 

01334 

01605 

01695 

01795 

6807 

01161 

6828 

01175 

0133S 

01606 

01696 

01796 

6808 

01162 

6829 

01176 

01336 

01610 

01720 

01800 

6809 

01163 

*04182 

01180 

01340 

01611 

01721 

01801 

6820 

01164 

01100 

01181 

01341 

01612 

01722 

01802 

6821 

01165 

01101 

01182 

01342 

01613 

01723 

01803 

6822 

01170 

01102 

01183 

01343 

01614 

01724 

01804 

6823 

01171 

01103 

01184 

01344 

01615 

01725 

01805 

6825 

01172 

01104 

01185 

01345 

01616 

01726 

01806 

6826 

01173' 

01105 

01186 

01346 

01620 

01730 

01880 

6827 

01174 

01106 

01190 

01350 

01621 

01731 

01881 

6828 

01175 
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01176 

01336 

01190 

01340 

01181 

01341 

01132 

01342 

01183 

01^43 

01184 

01344 

01185 

01345 

01186 

01346 

01190 

01350 

01191 

01351 

01192 

01352 

01193 . 

01353 

01194 

01354 

01195 

01355 

01196 

01356 

01200 

01360 

01201 

01361 

01202 

01362 

01203 

01363 

01204 

01364 

01205 

01365 

01206 

01366 

01210 

01380 

01211 

01381 

01212 

01382 

01213 

01383 

01214 

01384 

01215 

01385 

01216 

01386 

01300 

01390 

01301 

01391 

01302 

01392 

01303 ^ 

01393 

01304 

01394 

01305 

01395 

01306 

01396 

01310 

01400 

01311 

01401 

01312 

01402 

01313 

01403 

01314 

01404 

01315 

01405 

01316 

01406 

01320 

01480 

01321 

01482 

01322 

01483 

01323 

01484 

01324 

01485 

01325 

()1486 

01326 

01600 

01330 

01601 

01331 

01602 

01332 

01603 

01333 

01604 

01334 

01605 

01335 

01606 


01610 

01720 

01611 

01721 

01612 

01722 

01613 

01723 

01614 

01724 

01615 

01725 

01616 

01726 

01620 

01730 

01621 

01731 

01622 

01732 

01623 

01733 

01624 

01734 

01625 

01735 

01626 

01736 

01630 

01740 

01631 

01741 

01632 

01742 

01633 

01743 

01634 

01744 

01635 

01745 

01636 

01746 

01640 

01750 

01641 

01751 

01642 

01752 

01643 

01753 

01644 

01754 

01645 

01755 

01646 

01756 

01650 

01760 

01651 

01761 

01652 

0l762 

01653 

01763 

01654 

01764 

01655 

01765 

01656 

01766 

01660 

01770 

01661 

01771 

01662 

01772 

01663 

01773 

01664 

01774 

01665 

01775 

01666 

01776 

01670 

01780 

01671 

01781 

01672 

01782 

01673 

01783 

01674 

01784 

01675 

01785 

01676 

01786 

01690 

01790 

01691 

01791 

01692 

01792 

01693 

01793 

01694 

01794 

01695 

01795 

01696 

01796 


01300 

6309 

01801 

6820 

01802 

6821 

01803 

6822 

01804 

6823 

01805 

6825 

01806 

6826 

01880 

6827 

01881 

6828 

01882 

6829 

01883 

•04184 

01884 

01100 

01885 

01101 

01886 

01102 

01890 

01103 

01891 

01104 

01892 

01105 

01893 

01106 

01894 

OHIO 

01895 

01111 

01896 

01112 

0310 

01113 

0360 

01114 

0361 

01115 

0362 

01116 

0363 

01120 

03640 

01121 

03641 

01122 

03642 

01123 

03643 

01124 

03681 

01125 

03682 

01126 

03689 

01130 

0369 

01131 

0380 

01132 

0381 

01133 

0382 

01134 

0383 

01135 

03840 

01136 

03841 

01140 

03842 

01141 

03843 

01142 

03844 

01143 

03849 

01144 

0388 

01145 

0389 

01146 

3570 

01150 

6800 

01151 

6801 

01152 

6802 

01153 

6803 

01154 

6804 

01155 

6805 

01156 

6806 

01160 

. 6807 

01161 

6808 

01162 


01163 01324 

01164 01325 

01165 01326 

01170 01330 

01171 01331 

01172 01332 

01173 01333 

01174 01334 

01175 01335 

01176 01336 

01180 01340 

01181 01341 

01182 01342 

01183 01343 

01184 01344 

01185 01345 

01186 01346 

01190 01350 

01191 01351 

01192 01352 

01193 01353 

01194 01354 

01195 01355 

01196 01356 

01200 01360 

01201 01361 

01202 01362 

01203 01363 

01204 01364 

01205 01365 

01206 01366 

01210 01380 

01211 01381 

01212 01382 

01213 01383 

01214 01384 

01215 01385 

01216 01386 

01300 01390 

01301 01391 

01302 01392 

01303 01393 

01304 01394 

01305 01395 

01306 01396 

01310 01400 

01311 01401 

01312 01402 

01313 01403 

01314 01404 

01315 01405 

01316 01406 

01320 01489 

01321 01482 

01322 01483 

01323 01484 
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01485 

01675 

01785 

6800 

01151 

01312 

01402 

01486 

01676 

01786 

6801 

01152 

01313 

01403 

01600 

01690 

01790 

6802 

01153 

01314 

01404 

01601 

01691 

01791 

6803 

01154 

01315 

01405 

01602 

01692 

01792 

6804 

01155 

01316 

01406 

01603 

01693 

01793 

6805 

01156 

01320 

01480 

01604 

01694 

01794 

6806 

01160 

01321 

01482 

01605 

01695 

01795 

6807 

01161 

01322 

01483 

01606 

01696 

01796 

6808 

01162 

01323 

01484 

01610 

01720 

01800 

6809 

01163 

01324 

01485 

01611 

01721 

01801 

6820 

01164 

01325 

01486 

01612 

01722 

01802 

6821 

01165 

01326 

01600 

01613 

01723 

01803 

6822 

01170 

01330 

01601 

01614 

01724 

01804 

6823 

01171 

01331 

01602 

01615 

01725 

01805 

6825 

01172 

01332 

01603 

01616 

01726 

01806 

6826 

01173 

01333 

01604 

01620 

01730 

01880 

6827 

01174 

01334 

01605 

01621 

01731 

01881 

6828 

01175 

01335 

01606 

01622 

01732 

01882 

6829 

01176 

01336 

01610 

01623 

01733 

01883 

•04185 

01180 

01340 

01611 

01624 

01734 

01884 

01100 

01181 

01341 

01612 

01625 

01735 

01885 

01101 

01182 

01342 

01613 

01626 

01736 

01886 

01102 

01183 

01343 

01614 

01630 

01740 

01890 

01103 

01184 

01344 

01615 

01631 

01741 

01891 

01104 

01185 

01345 

01616 

01632 

01742 

01892 

01105 

01186 

01346 

01620 

01633 

01743 

01893 

01106 

01190 

01350 

01621 

01634 

' 01744 

01894 

OHIO 

01191 

01351 

01622 

01635 

01745 

01995 

01111 

01192 

01352 

01623 

01636 

01746 

01896 

01112 

01193 

01353 

01624 

01640 

01750 

0310 

01113 

01194 

01354 

01625 

01641 

01751 

0360 

01114 

01195 

01355 

01626 

01642 

01752 

0361 

01115 

01196 

01356 

01630 

01643 

01753 

0362 

01116 

01200 

01360 

01631 

01644 

01754 

0363 

01120 

01201 

01361 

01632 

01645 

01755 

03640 

01121 

01202 

01362 

01633 

01646 

01756 

03641 

01122 

01203 

01363 

01634 

0165Q 

01760 

03642 

01123 

01204 

01364 

01635 

01651 

01761 

03643 

01124 

01205 

01365 

01636 

01652 

01762 

03681 

01125 

01206 

01366 

01640 

01653 

01763 

03682 

01126 

01210 

01380 

01641 

01654 

01764 

03689 

01130 

01211 

01381 

01642 

01655 

01765 

0369 

01131 

01212 

01382 

01643 

01656 

01766 

0380 

01132 

01213 

01383 

01644 

01660 

01770 

0381 

01133 

01214 

01384 

01645 

01661 

01771 

0382 

01134 

01215 

01385 

01646 

01662 

01772 

0383 

01135 

01216 

01386 

01650 

01663 

01773 

03840 

01136 

01300 

01390 

01651 

01664 

01774 

03841 

01140 

01301 

01391 

01652 

01665 

01775 

03842 

01141 

01302 

01392 

01653 

01666 

01776 

03843 

01142 

01303 

01393 

01654 

01670 

01780 

0t)844 

01143 

01304 

01394 

01655 

01671 

01781 

03849 

01144 

01305 

01395 

01656 

01672 

01782 

0388 

01145 

01306 

01396 

01660 

01673 

01783 

0389 

01146 

01310 

01400 

01661 

01674 

01784 

3570 

01150 

01311 

01401 

01662 


Pages 


01663 

01664 

01665 

01666 

01670 

01671 

01672 

01673 

01674 

01675 

01676 

01690 

01691 

01692 

01693 

01694 

01695 

01696 

01720 

01721 

01722 

01723 

01724 

01725 

01726 

01730 

01731 

01732 

01733 

01734 

01735 

01736 

01740 

01741 

01742 

01743 

01744 

01745 

01746 

01750 

01751 

01752 

01753 

01754 

01755 

01756 

01760 

01761 

01762 

01763 

01764 

01765 

01766 

01770 

01771 

01772 
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01773 

03840 

01774 

03841 

01775 

03842 

01776 

03843 

01780 

03844 

01781 

03849 

01782 

0388 

01783 

0389 

01784 

3570 

01785 

6800 

01786 

6801 

01790 

6802 

01791 

6803 

01792 

6804 

01793 

6805 

01794 

6806 

01795 

6807 

01796 

6808 

01800 

6809 

01801 

6820 

01802 

6821 

01803 

6822 

01804 

6823 

01805 

6825 

01806 

6826 

01880 

6827 

01881 

6828 

01882 

6829 

01883 

•04189 

01884 

01100 

01885 

01101 

01886 

01102 

01890 

01103 

01891 

01104 

01892 

01105 

01893 

01106 

01894 

OHIO 

01895 

01111 

01896 

01112 

0310 

01113 

0360 

01114 

0361 

01115 

0362 

dlll6 

0363 

01120 

03640 

■ 01121 

03641 

01122 

03642 

01123 

03643 

01124 

03681 

01125 

03682 

01126 

03689 

01130 

0369 

01131 

0380 

01132 

0381 

01133 

0382i 

01134 

> 0383 

01135 


01136 

01300 

01140 

01301 

01141 

01302 

01142 

01303 

01143 

01304 

01144 

01305 

01145 

01306 

01146 

01310 

01150 

01311 

01151 

01312 

01152 

01313 

01153 

01314 

01154 

01315 

01155 

01316 

01156 

01320 

01160 

01321 

01161 

01322 

01162 

01323 

01163 

01324 

01164 

01325 

01165 

01326 

01170 

01330 

01171 

01331 

01172 

01332 

01173 

01333 

01174 

01334 

01175 

01335 

01176 

01336 

01180 

01340 

01181 

01341 

01182 

01342 

01183 

01343 

01184 

01344 

01185 

01345 

01186 

01346 

01190 

01350 

01191 

01351 

01192 

01352 

01193 

01353 

01194 

01354 

01195 

01355 

01196 

01356 

01200 

01360 

01201 

01361 

01202 

01362 

01203 

01363 

01204 

01364 

01205 

01365 

01206 

01366 

01210 

01380 

01211 

01381 

01212 

01382 

01213 

01383 

01214 

01384 

01215 

01385 

01216 

01386 


01390 01651 
01391 01652 
01392 01653 
01393 01654 
01394 01655 
01395 01656 
01396 01660 
01400 01661 
01401 01662 
01402 01663 
01403 01664 
01404 01665 
01405 01666 
01406 01670 
01480 01671 
01482 01672 
01483 01673 
01484 01674 
01485 01675 
01486 01676 
01600 01690 
01601 01691 
01602 01692 
01603 01693 
01604 01694 
01605 01695 
01606 01696 
01610 01720 
01611 01721 
01612 01T22 
01613 01723 
01614 01724 
01615 01725 
01616 01726 
01620 01730 
01621 01731 
01622 01732 
01623 01733 
01624 01734 
01625 01735 
01626 01736 
01630 01740 
01631 01741 
01632 01742 
01633 01743 
01634 01744 
01635 01745 
01636 01746 
01640 01750 
01641 01751 
01642 01752 
01643 01753 
01644 01754 
01645 01755 
01646 01756 
01650 01760 


01761 

03643 

01762 

03681 

01763 

03682 

01764 

03689 

01765 

0369 

01766 

0380 

01770 

0381 

01771 

0382 

01772 

0383 

01773 

03840 

01774 

03841 

01775 

03842 

01776 

03843 

01780 

03844 

01781 

03849 

01782 

0383 

01783 

0389 

01784 

3570 

01785 

6800 

01786 

6801 

01790 

6802 

01791 

6803 ' 

01792 

6304 

01793 

6805 

01794 

6806 

01795 

6807 

01796. 

6808 

01800 

6809 

01801 

6820 

01802 

6821 

01803 

6822 

01804 

6823 

01805 

6825 

01806 

6826 

01880 

6827 

01881 

6828 

01882 

6829 

01883 

•0470 

01884 

32081 

01885 

32082 

01886 

32089 

01890 

•0471 

01891 

32081 

01892 

32082 

01893 

32089 

01894 

•0478 

01895 

32081 

01896 

32082 

0310 

32089 

0360 

•0479 . 

0361 

32081 

0362 

32082 

0363 

32089 

03640 

•0490 

03641 

32081 

03642 

32082 


I 
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32089 

32089 

09324 

09816 

0941 

0930 

09812 

0939 

•0491 

*0942 

09381 

09817 

0942 

0931 

09813 

0940 

32081 

32081 

09382 

09819 

0943 

09320 

09814 

0941 

32082 

32082 

09389 

5970 

09481 

09321 

09815 

0942 

32089 

32089 

0939 

5990 

09487 

09322 

09816 

0943 

•0530 

•09889 

0940 

*09950 

09489 

09323 

09817 

09481 

32081 

32081 

0941 

09040 

0949 

09324 

09819 

09487 

32082 

32082 

0942 

09041 

0980 

09381 

*09955 

09489 

32089 

32089 

0943 

09042 

09810 

09382 

09040 

0949 

•05472 

*09940 

09481 

09049 

09811 

09389 

09041 

0980 

32081 

09040 

09487 

0930 

09812 

0939 

09042 

09810 

32082 

09041 

09489 

0931 

09813 

0940 

09049 

09811 

32089 

09042 

0949 

09320 

09814 

0941 

0930 

09812 

•0700 

09049 

0980 

09321 

09815 

0942 

0931 

09813 

78001 

0930 

09810 

09322 

09816 

0943 

09320 

09814 

*0701 

0931 

09811 

09323 

09817 

09481 

09321 

09815 

78001 

09320 

09812 

09324 

09819 

09487 

09322 

09816 

•07020 

09321 

09813 

09381 

*09952 

09489 

09323 

09817 

78001 

09322 

09814 

09382 

09040 

0949 

09324 

09819 

*07021 

09323 

09815 

09389 

09041 

0980 

09381 

•09959 

78001 

09324 

09816 

0939 

09042 

09810 

09382 

09040 

*07030 

09381 

09817 

0940 

09049 

09811 

09389 

09041 

78001 

09382 

09819 

0941 

0930 

09812 

0939 

09042 

•07031 

09389 

5970 

0942 

0931 

09813 

0940 

09049 

78001 

0939 

5990 

0943 

09320 

09814 

0941 

0930 

•07041 

0940 

•09949 

09481 

09321 

09815 

0942 

0931 

78001 

0941 

09040 

09487 

09322 

09816 

0943 

09320 

•07042 

0942 

09041 

09489 

09323 

09817 

09481 

09321 

78001 

0943 

09042 

0949 

09324 

09819 

09487 

09322 

•07043 

09481 

09049 

0980 

09381 

*09954 

09489 

09323 

78001 

09487 

0930 

09810 

09382 

09040 

0949 

09324 

•07049 

09489 

0931 

09811 

09389 

09041 

0980 

09381 

78001 

0949 

09320 

09812 

0939 

09042 

09810 

09382 

*07051 

0980 

09321 

09813 

0940 

09049 

09811 

09389 

78001 

09810 

09322 

09814 

0941 

0930 

09812 

0939 

•07052 

09811 

09323 

09815 

0942 

0931 

09813 

0940 

78001 

09812 

09324 

09816 

0943 

09320 

09814 

0941 

*07053 

09813 

09381 

09817 

09481 

09321 

09815 

0942 

78001 

09814 

09382 

09819 

09487 

09322 

09816 

0943 

•07059 

09815 

09389 

•09951 

09489 

09323 

09817 

09481 

78001 

09816 

0939 

09040 

0949 

09324 

09819 

09487 

•0706 

09817 

0940 

09041 

0980 

09381 

*09956 

09489 

78001 

09819 

0941 

09042 

09810 

09382 

09040 

0949 

*0709 

5970 

0942 

09049 

09811 

09389 

09041 

0980 

78001 

5990 

0943 

0930 

09812 

0939 

09042 

09810 

*0721 

*09941 

09481 

0931 

09813 

0940 

09049 

09811 

32081 

09040 

09487 

09320 

09814 

0941 

0930 

09812 

32082 

09041 

09489 

09321 

09815 

0942 

0931 

09813 

32089 

09042 

0949 

09322 

09816 

0943 

09320 

09814 

*09042 

09049 

0980 

09323 

09817 

09481 

09321 

09815 

32081 

0930 

09810 

09324 

09819 

09487 

09322 

09816 

32082 

0931 

09811 

09381 

*09953 

09489 

09323 

09817 

32089 

09320 

09812 

09382 

09040 

0949 

09324 

09819 

*09181 

09321 

09813 

09389 

09041 

0980 

09381 

•10081 

32081 

09322 

09814 

0939 

09042 

09810 

09382 

32081 

32082 

09323 

09815 

0940 

09049 

09811 

09389 

32082 
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32089 

•1120 

11284 

11285 
•1121 

11284 

11285 
•1122 

11284 

11285 
•1123 

11284 

11285 
•1124 

11284 

11285 
•1125 

11284 

11285 
•11281 

11284 

11285 
*11282 

11284 

11285 
•11283 

11284 

11285 

32081 

32082 

32089 

•11284 

1120 

1124 

1125 

11281 

11282 

11283 

11284 

11285 
*11285 

1120 

1124 

1125 

11281 

11282 

11283 

11284 

11285 
•11289 

11284 

11285 
*1129 

11284 

11285 
*1142 


32081 

32082 
32089 

*11501 

32081 

32082 

32089 

*11505 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*11511 

32081 

32082 
32089 

*11515 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•11591 

32081 

32082 

32089 

•11595 

48230 

48231 

48232 
48239 

48281 

48282 
48284- 
48289 
4830 
4838 

*1179 

11284 

11285 
*1221 

48230 

48231 

48232 
48239 


48281 
4 82 82 
48283 
48289 
4830 
4838 
*1300 

32081 

32082 
32089 

*1304 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*1363 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

*1398 

11284 

11285 
*25000 

78001 

*25001 

78001 

*25010 

78001 

*25011 

78001 

*25020 

78001 

*25021 

78001 

*25030 

78001 

*25031 

78001 

*25040 

78001 

*25041 

78001 

*25050 


78001 

*25051 

78001 

*25060 

32081 

32082 

32089 

78001 

*25061 

32081 

32082 
32089 
78001 

*25070 

78001 

*25071 

78001 

*25080 

32081 

32082 

32089 

78001 

*25081 

32081 

32082 

32089 

78001 

*25090 

32081 

32082 
32089 
78001 

*25091 

32081 

32082 
32089 
78001 

*2510 

78001 

*2511 

78001 

*2512 

78001 

*2513 

78001 

*2920 

7105 

*29211 

7105 

*29212 

7105 

*2922 

7105 

*29281 

7105 

*29282 


7105 

*29283 

7105 

*29284 

7105 

*29289 

7105 

*2929 

7105 

*2930 

7105 

*2931 

7105 

*29381 

7105 

*29382 

7105 

•29383 

7105 

*29389 

7105 

*2939 

7105 

*3200 

32081 

32082 
32089 

*3201 

32081 

32082 

32089 

*3202 

•32081 

32082 

32089 

*3203 

32081 

32082 

32089 

•3207 

32081 

32082 

32089 

*32081 

01300 

01301 

01302 

01303 

01304 

01305 

01306 

01310 

01311 

01312 

01313 

01314 


01315 

01316 

0360 

0530 

05472 

0721 

09042 

0942 

11283 

1142 

11501 

11511 

11591 

3200 

3201 

3202 

3203 
3207 

32081 

32082 
32089 

3209 

3210 

3211 

3212 

3213 

3214 
3218 

3220 

3221 

3222 
3229 
3570 

*32082 

01300 

01301 

01302 

01303 

01304 

01305 

01306 

01310 

01311 

01312 

01313 

01314 

01315 

01316 

0360 

0530 

05472 

0721 

09042 

0942 

11283 

1142 


11501 

11511 

11591 

3200 

3201 

3202 

3203 
3207 
32081 
32082' 
32089 

3209 

3210 

3211 

3212 

3213 

3214 
3218 

3220 

3221 

3222 
3229 
3570 

•32089 

01300 

01301 

01302 

01303 

01304 

01305 

01306 

01310 

01311 

01312 

01313 

01314 

01315 

01316 

0360 

0530 

05472 

0721 

09042 

0942 

11283 

1142 

11501 

11511 

11591 

3200 

3201 

3202 

3203 
3207 
32081 
32082 


32089 

3209 

3210 

3211 

3212 

3213 

3214 
3218 

3220 

3221 

3222 
3229 
3570 

*3209 

32081 

32082 
32089 

*3210 

32081 

32082 
32089 

*3211 

32081 

32082 

32089 

•3212 

32081 

32082 

32089 

*3213 

32081 

32082 
32089 

*3214 

32081 

32082 
32089 

*3218 

32081 

32082 

32089 

*3220 

32081 

32082 

32089 

*3221 

32081 

32082 

32089 

*3222 

32081 

32082 

32089 

•3229 

32081 

32082 







23760 


Federal Regigter / Vol. 57, No. 103 / Thursday, )une 4. 1992 / Proposed Rules 


Page 11 of 18 Pages 


32089 

48281 

48282 

01154 

48232 

01124 

01204 

5081 

*3488 

48282 

48283 

01155 

48239 

01125 

01205 

5171 

78001 

48283 

48289 

01156 

4824 

01126 

01206 

*48232 

*3489 

48289 

4830 

01160 

48281 

01130 

01210 

01100 

78001 

4830 

4838 

01161 

48282 

01131 

01211 

01101 

*34989 

4838 

♦4822 

01162 

48283 

01132 

01212 

01102 

32081 

*4808 

48230 

01163 

48289 

01133 

01213 

01103 

32082 

48230 

48231 

01164 

4829 

01134 

01214 

01104 

32089 

48231 

48232 

01165 

4830 

01135 

01215 

01105 

78001 

48232 

48239 

01166 

4838 

01136 

01216 

01106 

*3499 

48239 

48281 

01170 

4841 

01140 

0310 

OHIO 

32081 

48281 

48282 

01171 

4843 

01141 

11505 

01111 

32082 

48282 

48283 

01172 

4845 

01142 

11515 

01112 

32089 

48283 

48289 

01173 

4846 

01143 

1304 

01113 

78001 

48289 

4830 

01174 

4847 

01144 

1363 

01114 

♦3570 

4830 

4838 

01175 

4848 

01145 

481 

01115 

32081 

4838 

•48230 

01176 

485 

01146 

4820 

01116 

32082 

*4809 

01100 

01180 

486 

01150 

4821 

01120 

32089 

48230 

01101 

01181 

4870 

01151 

4822 

01121 

M30 

48231 

01102 

01182 

4950 

01152 

48230 

01122 

78001 

48232 

01103 

01183 

4951 

01153 

48231 

01123 

♦431, 

48239 

01104 

01184 

4952 

01154 

48232 

01124 

78d01 

48281 

01105 

01185 

4953 

01155 

48239 

01125 

♦4320 

48282 

01106 

01186 

4954 

01156 

4824 

01126 

78001 

48283 

OHIO 

01190 

4955 

01160 

48281 

01130 

♦4321 

48289 

01111 

01191 

4956 

01161 

48282 

01131 

78001 

4830 

01112 

01192 

4957 

01162 

48283 

01132 

♦4329 

4838 

01113 

01193 

4958 

01163 

48289 

01133 

78001 

♦481 

01114 

01194 

4959 

01164 

4829 

01134 

♦4800 

48230 

01115 

01195 

5060 

01165 

4830 

01135 

48230 

48231 

01116 

01196 

5061 

01166 

4838 

01136 

48231 

48232 

01120 

01200 

5070 

01170 

4841 

01140 

48232 

48239 

01121 

01201 

5071 

01171 

4843 

01141 

48239 

48281 

01122 

01202 

5078 

01172 

4845 

01142 

48281 

48282 

01123 

01203 

5080 

01173 

4846 

01143 

48282 

48283 

01124 

01204 

5081 

01174 

4847 

01144 

48283 

48289 

01125 

01205 

5171 

01175 

4848 

01145 

48289 

4830 

01126 

01206 

•48231 

01176 

485 

01146 

4830 

4838 

01130 

01*210 

01100 

01180 

486 

01150 

4838 

•4820 

01131 

01211 

01101 

01181 

4870 

01151 

•4801 

48230 

01132 

01212 

01102 

01182 

4950 

01152 

48230 

48231 

01133 

01213 

01103 

01183 

4951 

01153 

48231 

48232 

01134 

01214 

01104 

01184 

4952 

01154 

48232 

48239 

01135 

01215 

01105 

01185 

4953 

01155 

48239 

48281 

01136 

01216 

01106 

01186 

4954 

01156 

48281 

48282 

01140 

0310 

OHIO 

01190 

4955 

01160 

48282 

48283 

01141 

11505 

01111 

01191 

4956 

01161 

48283 

48289 

01142 

11515 

01112 

01192 

4957 

01162 

48289 

4830 

01143 

1304 

01113 

01193 

4958 

01163 

4830 

4838 

01144 

1363 

01114 

01194 

4959 

01164 

4838 

*4821 

01145 

481 

01115 

01195 

5060 

01165 

*4802 

48230 

01146 

4820 

01116 

01196 

5061 

01166 

48230 

48231 

01150 

4821 

01120 

01200 

5070 

01170 

48231 

48232 

01151 

4822 

01121 

01201 

5071 

01171 

48232 

48239 

01152 

48230 

01122 

01202 

5078 

01172 

48239 

48281 

01153 

48231 

01123 

01203 

5080 

01173 
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01174 

4847 

01144 

1363 

01100 

01180 

486 

01150 

01175 

4848 

01145 

481 

01101 

01181 

4870 

01151 

01176 

485 

01146 

4820 

01102 

01182 

4950 

01152 

01180 

486 

01150 

4821 

01103 

01183 

4951 

01153 

01181 

4870 

01151 

4822 

01104 

01184 

4952 

01154 

01182 

4950 

01152 

48230 

01105 

01185 

4953 

01155 

01183 

4951 

01153 

48231 

01106 

0il86 

4954 

01156 

01184 

4952 

01154 

48232 

OHIO 

01190 

4955 

01160 

01185 

4953 

01155 

48239 

01111 

01191 

4956 

01161 

01186 

4954 

01156 

4824 

01112 

01192 

4957 

01162 

01190 

4955 

01160 

48281 

01113 

01193 

4958 

01163 

01191 

4956 

01161 

48282 

01114 

01194 

4959 

01164 

01192 

4957 

01162 

48283 

01115 

01195 

5060 

01165 

01193 

4958 

01163 

48289 

01116 

01196 

5061 

01166 

01194 

4959 

01164 

4829 - 

01120 

01200 

5070 

01170 

01195 

5060 

01165 

4830 

' 01121 

01201 

5071 

01171 

01196 

5061 

01166 

4838 

01122 

01202 

5078 

01172 

01200 

5070 

01170 

4841 

01123 

01203 

5080 

01173 

01201 

5071 

01171 

4843 

01124 

01204 

5081 

01174 

01202 

5078 

01172 

4845 

01125 

01205 

5171 

01175 

01203 

5080 

01173 

4846 

01126 

01206 

•48282 

01176 

01204 

5081 

01174 

4847 

01130 

01210 

01100 

01180 

01205 

5171 

01175 

4848 

' 01131 

01211 

01101 

01181 

01206 

•48239 

01176 

485 

01132 

01212 

01102 

01182 

01210 

01100 

01180 

486 

01133 

01213 

01103 

01183 

01211 

01101 

01181 

4870 

01134 

01214 

01104 

01184 

01212 

01102 

01182 

4950 

01135 

01215 

01105 

. 01185 

01213 

01103 

01183 

4951 

01136 

01216 

01106 

01186 

01214 

01104 

01184 

4952 

01140 

0310 

OHIO 

01190 

01215 

01105 

01185 

4953 

01141 

11505 

01111 

01191 

01216 

01106 

01186 

4954 

01142 

11515 

01112 

01192 

0310 

OHIO 

01190 

4955 

01143 

1304 

01113 

01193 

11505 

01111 

01191 

4956 

01144 

1363 

01114 

01194 

11515 

01112 

01192 

4957 

01145 

481 

01115 

01195 

1304 

01113 

01193 

4958 

01146 

4820 

01116 

01196 

1363 

01114 

01194 

4959 

01150 

4821 

01120 

01200 

481 

01115 

01195 

5060 

01151 

4822 

01121 

01201 

4820 

01116 

01196 

5061 

01152 

48230 

01122 

01202 

4821 

01120 

01200 

5070 

01153 

48231 

01123 

01203 

4322 

01121 

01201 

5071 

01154 

48232 

01124 

01204 

48230 

01122 

01202 

5078 

01155 

48239 

01125 

01205 

48231 

01123 

01203 

5080 

01156 

4824 

01126 

01206 

48232 

01124 

01204 

5081 

01160 

48281 

01130 

01210 

48239 

01129- 

01205 

5171 

01161 

48282 

01131 

01211 

4824 

01126 

01206 

*4824 

01162 

48283 

01132 

01212 

48281 

01130 

01210 

48230 

01163 

48289 

01133 

01213 

48282 

01131 

01211 

48231 

01164 

4829 

01134 

01214 

48283 

01132 

01212 

48232 

01165 

4830 

01135 

P1215 

48289 

01133 

01213 

48239 

01166 

4838 

01136 

01216 

4829 

01134 

01214 

48281 

01170 

4841 

01140 

0310 

4830 

01135 

01215 

48282 

01171 

4843 

01141 

11505 

4838 

01136 

01216 

48283 

01172 

4845 

01142 

11515 

4841 

01140 

0310 

48289 

01173 

4846 

01143 

1304 

4843 

01141 

11505 

4830 

01174 

4847 

01144 

1363 

4845 ’ 

01142 

11515 

4838 

01175 

4848 

01145 

481 

4846 

01143 

1304 

*48281 

01176 

485 

01146 

4820 
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4821 

01120 

01200 

5070 

01170 

4841 

01123 

01203 

4822 

01121 

01201 

5071 

01171 

4843 

01124 

01204 

48230 

01122 

01202 

5078 

01172 

4345 

01125 

01205 

48231 

01123 

01203 

5080 

01173 

4846 

01126 

01206 

43232 

01124 

01204 

5081 

01174 

4847 

01130 

01210 

48239 

01125 

01205 

5171 

01175 

4848 

01131 

01211 

4824 

01126 

01206 

*48289 

01176 

485 

01132 

01212 

48281 

01130 

01210 

01100 

01180 

486 

01133 

01213 

48282 

01131 

01211 

01101 

01181 

4870 

01134 

01214 

48283 

01132 

01212 

01102 

01182 

4950 

01135 

01215 

48289 

01133 

01213 

01103 

01183 

4951 

01136 

01216 

4829 

01134 

01214 

01104 

01184 

4952 

01140 

0310 

4830 

01135 

01215 

01105 

01185 

4953 

01141 

11505 

4838 

01136 

01216 

01106 

01186 

4954 

01142 

11515 

4841 

01140 

0310 

OHIO 

01190 

4955 

01143 

1304 

4843 

01141 

11505 

01111 

01191 

4956 

01144 

1363 

4845 

01142 

11515 

01112 

01192 

4957 

01145 

481 

4846 

01143 

1304 

01113 

01193 

4958 

01146 

4820 

4847 

01144 

1363 

01114 

01194 

4959 

01150 

4821 

4848 

01145 

481 

01115 

01195 

5060 

01151 

4822 

485 

01146 

4820 

01116 

01196 

5061 

01152 

48230 

486 

01150 

4821 

01120 

01200 

5070 

01153 

48231 

4870 

01151 

4822 

01121 

01201 

5071 

01154 

48232 

4950 

01152 

48230 

01122 

01202 

5078 

01155 

48239 

4951 

01153 

48231 

01123 

01203 

5080 

01156 

4824 

4952 

01154 

48232 

01124 

01204 

5081 

01160 

48281 

4953 

01155 

48239 

01125 

01205 

5171 

01161 

48282 

4954 

01156 

4824 

01126 

01206 

•4829 

01162 

48283 

4955 

01160 

48281 

01130 

01210 

48230 

01163 

48289 

4956 

01161 

48282 

01131 

01211 

48231 

01164 

4829 

4957 

01162 

48283 

01132 

01212 

48232 

01165 

4830 

4958 

01163 

48289 

01133 

01213 

48239 

01166 

4838 

4959 

01164 

4829 

01134 

01214 

48281 

01170 

4841 

5060 

01165 

4830 

01135 

01215 

48282 

01171 

4843 

5061 

01166 

4838 

01136 

01216 

48283 

01172 

4845 

5070 

01170 

4841 

01140 

0310 

48289 

01173 

4846 

5071 

01171 

4843 

01141 

11505 

4830 

01174 

4847 

5078 

01172 

4845 

01142 

11515 

4838 

01175 

4848 

5080 

01173 

4846 

01143 

1304 

*4830 

01176 

485 

5081 

01174 

4847 

01144 

1363 

01100 

01180 

486 

5171 

01175 

4848 

01145 

481 

01101 

01181 

4870 

*48283 

01176 

485 

01146 

4820 

01102 

01182 

4950 

01100 

01180 

486 

01150 

4821 

01103 

01183 

4951 

01101 

01181 

4870 

01151 

4822 

01104 

01184 

4952 

01102 

01182 

4950 

01152 

48230 

01105 

01185 

4953 

01103 

01183 

4951 

01153 

48231 

01106 

01186 

4954 

01104 

01184 

4952 

01154 

48232 

OHIO 

01190 

4955 

01105 

01185 

4953 

01155 

48239 

01111 

01191 

4956 

01106 

01186 

’ 4954 

01156 

4824 

01112 

01192 

4957 

OHIO 

01190- 

4955 

01160 

48281 

01113 

01193 

4958 

01111 

01191 

4956 

01161 

48282 

01114 

01194 

4959 

01112 

01192 

4957 

01162 

48283 

01115 

01195 

5060 

01113 

01193 

4958 

01163 

48289 

01116 

01196 

5061 

01114 

01194 

4959 

01164 

4829 

01120 

01200 

5070 

01115 

01195 

5060 

01165 

4830 

01121 

01201 

5071 

01116 

01196 

5061 

01166 

4838 

01122 

01202 

5078 


1 
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5080 

01173 

4846 

4633 

•4870 

48230 

48231 

48232 

5081 

01174 

4847 

*4846 

48230 

48231 

48232 

48239 

5171 

01175 

4848 

48230 

48231 

48232 

48239 

48281 

4838 

01176 

485 

48231 

48232 

48239 

48281 

48282 

01100 

01180 

486. 

48232 

48239 

48281 

48282 

43283 

’oiidi 

01181 

4870 

48239 

48281 

48282 

48283 

43289 

01102 

01182 

4950 

48281 

48282 

48283 

48289 

4830 

01103 

01183 

‘4951 

48282 

48283 

48289 

4830 

4838 

01104 

01184 

4952 

48233 

48289 

4830 

4838 

*502 

01105 

01185 

4953 

48289 

4830 

4838 

•4958 

48230 

01106 

01186 

4954 

4830 

4838 

*4953 

48230 

48231 

OHIO 

01190 

4955 

4838 

•4871 

48230 

48231 

48232 

01111 

01191 

4956 

*4847 

48230 

48231 

48232 

48239 

01112 

01192 

4957 

48230 

48231 

48232 

48239 

48281 

01113 

01193 

4958 

48231 

48232 

48239 

48281 

48282 

01114 

01194 

4959 

48232 

48239 

48281 

48282 

48283 

01115 

01195 

5060 

48239 

48281 

48282 

48283 

48289 

01116 

01196 

5061 

48281 

48282 

48283 

48289 

4830 

01120 

01200 

5070 

48282 

48283 

48289 

4830 

4838 

01121 

01201 

5071 

48283 

48289 

4830 

4838 

*503 

01122 

01202 

5078 

48289 

4830 

4838 

•4959 

48230 

01123 

01203 

5080 

4830 

4838 

*4954 

48230 

48231 

01124 

01204 

5081 

4838 

•494 

48230 

48231 

48232 

01125 

01205 

5171 

*4848 

48230 

48231 

48232 

48239 

01126 

01206 

•4841 

48230 

48231 

48232 

48239 

48281 

01130 

01210 

48230 

48231 

48232 

48239 

48281 

48282 

01131 

01211 

48231 

48232 

48239 

48281 

48282 

48283 

01132 

01212 

48232 

48239 

48281 

48282 

48283 

48289 

01133 

01213 

48239 

48281 

48282 

48283 

48289 

4830 

01134 

01214 

48281 

48282 

48283 

48289 

4830 

4838 

01135 

01215 

48282 

48283 

48289 

4830 

4838 

*504 

01136 

01216 

48283 

48289 

4830 

4838 

*496 

48230 

01140 

0310 

48289 

4830 

4838 

*4955 

48230 

48231 

01141 

11505 

4830 

4838 

•4950 

48230 

48231 

48232 

01142 

11515 

4838 

*485 

48230 

48231 

48232 

48239 

01143 

1304 

•4843 

48230 

48231 

48232 

48239 

48281 

01144 

1363 

48230 

48231 

48232 

48239 

48281 

48282 

01145 

481 

48231 

48232 

48239 

48281 

48282 

48283 

01146 

4820 

48232 

48239 

48281 

48282 

48283 

48289 

01150 

4821 

48239 

48281 

48282 

48283 

48289 

4830 

01151 

4822 

48281 

48282 

48283 

48289 

4830 

4838 

01152 

48230 

48282 

.48283 

48289 

4830 

4838 

*505 

01153 

48231 

48283 

48289 

4830 

4838 

*500 

48230 

01154 

48232 

48289 

4830 

4838 

•4956 

48230 

48231 

01155 

48239 

4830 

4838 

•4951 

48230 

48231 

48232 

01156 

4824 

4838 

*486 

48230 

48231 

48232 

48239 

01160 

48281 

•4845 

48230 

48231 

48232 

48239 

48281 

01161 

48282 

48230 

48231 

48232 

48239 

48281 

48282 

01162 

48283 

48231 

48232 

48239 

48281 

48282 

48283 

01163 

48289 

48232 

48239 

48281 

48282 

48283 

48289 

01164 

4829 

48239 

48281 

48282 

48283 

48289 

4830 

01165 

4830 

48281 

48282 

48283 

48289 

4830 

4838 

01166 

4838 

48282 

48283 

48289 

4830 

4838 

*5060 

01170 

4841 

48283 

48289 

4830 

4838 

*501 

48230 

01171 

4843 

48289 

4830 

4838 

*4957 

48230 

48231 

01172 

4845 

4830 

4838 

*4952 

48230 

48231 

48232 
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48239 

48281 

48282 

48283 

5996 

58089 

58181 

5847 

48281 

48282 

48283 

48289 

7882 

5809 

58189 

5848 

48282 

48283 

48289 

4830 

•59981 

5810 

5819 

5849 

43283 

48289 

4830 

4838 

5800 

5811 

5834 

585 

48289 

4830 

4838 

•5198 

5804 

5812 

5845 

59010 

4830 

4838 

•5088 

48230 

58081 

5813 

5846 

59011 

4838 

•5070 

48230 

48231 

58089 

58181 

5847 

5902 

*5061* 

48230 

48231 

48232 

5809 

58189 

5848 

5903 

48230 

48231 

482^2 

48239 

5810 

5819 

5849 

59080 

4.8231 

48232 

48239 

48281 

5811 

5834 

585 

59081 

48232 

48239 

48281 

48282 

5812 

5845 

59010 

5909 

48239 

48281 

48282 

48283 

5813 

5846 

59011 

591 

48281 

48282 

48283 

48289 

58181 

5847 

5902 

5921 

48282 

48283 

48289 

4830 

58189 

5848 

5903 

5935 

48283 

48289 

4830 

4838 

5819 

5849 

59080 

5950 

48289 

4830 

4838 

•5199 

5834 

585 

59081 

5951 

4830 

4838 

•5089 

48230 

5845 

59010 

5909 

5952 

4838 

•5071 

48230 

48231 

5846 

59011 

591 

5954 

*5062 

48230 

48231 

48232 

5847 

5902 

5921 

59581 

48230 

48231 

48232 

48239 

5848 

5903 

5935 

59582 

48231 

48232 

48239 

48281 

5849 

59080 

5950 

59589 

48232 

48239 

48281 

48282 

585 

59081 

5991 

5959 

48239 

48281 

48282 

48283 

59010 

5909 

5952 

5961 

48281 

48282 

48283 

48289 

59011 

591 

5954 

5962 

48282 

48283 

48289 

4830 

5902 

5921 

59581 

5964 

48283 

48289 

4830 

4838 

5903 

5935 

59582 

5966 

48289 

4830 

4838 

•5722 

59080 , 

5950 

59589 

5967 

4830 

4838 

•5171 

78001 

590814 

5951 

5959 

5970 

4838 

•5078 

48^30 

•59651 

5909 

5952 

5961 

5981 

•5063 

48230 

48231 

5960 

591 

5954 

5962 

5982 

48230 

48231 

48232 

5964 

5921 

59581 

5964 

5990 

48231 

48232 

48239 

5996 

5935 

59582 

5966 

5994 

48232 

48239 

48281 

7882 

5950 

59589 

5967 

5996 

48239 

48281 

48282 

•59652 

5951 

5959 

5970 

5997 

48281 

48282 

’ 48283 

5960 

5952 

5961 

5981 

•59989 

48282 

48283 

48289 

5964 

5954 

5962 

5982 

5800 

48283 

48289 

4830 

5996 

59581 

5964 

5990 

5804 

48289 

4830 

4838 

7882 

59582 

5966 

5994 

58081 

4830 

4838 

•5178 

•59653 

59589 

5967 

5996 

58089 

4838 

•5080 

48230 

5960 

5959 

5970 

5997 

5809 

•5064 

48230 

48231 

5964 

5961 

5981 

•59984 

5810 

4.8230 

48231 

48232 

5996 

5962 

5982 

5800 

5811 

48231 

48232 

48239 

7882 

5964 

5990 

5804 

5812 

48232 

4823» 

48281 

•59654 

5966 

5994 

58081 

5813 

48239 

48281 

48282 

5960 

5967 

5996 

58089 

58181 

48281 

48282 

48283 

5964 

5970 

5997 

5809 

58189 

48282 

48283 

48289 

5996 

5981 ' 

•59983 

5810 

5819 

48283 

48289 

4830 

7882 

5982 

5800 

5811 

5834 

48289 

4830 

4838 

•59655 

5990 

5804 

5812 

5845 

4830 

4838 

•51889 

5960 

5994 ’ 

58081 

5813 

5846 

4838 

•5081 

48230 

5964 

5996 

58089 

58181 

5847 

•5069 

48230 

48231 

5996 

5997 

5809 

58189 

5848 

48230 

48231 

48232 

7882 

•59982 

5810 

5819 

5849 

48231 

48232 

48239 

•59659 

5800 

5811 

5834 

585 

48232 

48239 

48281 

5960 

5804 

5812 

5845 

59010 

48239 

48281 

48282 

5964 

58081 

5813 

5846 

59011 
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5902 

5903 

59080 

59081 
5909 
591 
5921 
5935 

5950 

5951 

5952 
5954 

59581 

59582 
59589 
5959 

5961 

5962 
5964 

5966 

5967 
5970 

5981 

5982 
5990 
5994 

5996 

5997 
•7105 

7105 

•74861 

48230 

48231 

48232 
48239 

48281 

48282 

48283 
48289 
4830 
4838 

•78001 

430 

431 

4320 

4321 
436 
78001 

*78002 

430 

431 

4320 

4321 
436 
78001 

•78009 
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430 

•30025 

•30061 

•30095 

•30131 

•80165 

•80301 

431 

78001 

78001 

78001 

78001 

78001 

78001 

4320 

•80026 

•80062 

•80096 

*80132 

•80166 

•80302 

4321 

78001 

78001 

78001 

78001 

78001 

78001 

436 

•80029 

•80063 

•80099 

*80133 

•80169 

•80303 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*7802 

•30030 

•80064 

•80100 

•80134 

*80170 

•80304 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*7804 

•30031 

•80065 

•80101 

•80135 

•80171 

•80305 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*7809 

•80032 

•80066 

*80102 

•80136 

•80172 

•80306 

78001 

78001 

78001 

78001 

'78001 

78001 

78001 

*7998 

•80033 

*80069 

•80103 

•80139 

*80173 

•80309 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80000 

•80034 

•80070 

•80104 

•80140 

*80174 

•80310 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80001 

*80035 

*80071 

•80105 

•80141 

•80175 

•80311 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80002 

*80036 

*80072 

*80106 

•80142 

*80176 

*80312 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80003 

•80039 

•80073 

•80109 

•80143 

•80179 V 

*80313 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80004 

•80040 

•80074 

•80110 

•80144 

*80180 

•80314 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80005 

•80041 

•80075 

•80111 

•80145 

*80181 

*80315 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80006 

•80042 

•80076 

•80112 

•80146 

•80182 

•80316 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80009 

•80043 

•80079 

•80113 

•80149 

*80183 

•80319 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80010 

*80044 

*80080 

•80114 

•80150 

*80184 

*80320 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80011 

*80045 

•80081 

•80115 

•80151 

*80185 

*80321 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80012 

•80046 

•80082 

•80116 

•80152 

*80186 

*80322 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80013 

•80049 

•80083 

•80119 

•80153 

*80189 

*80323 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80014 

*80050 

•80084 

•80120 

*80154 

*80190 

•80324 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80015 

•80051 

•80085 

•80121 

•80155 

•80191 

•80325 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80016 

•80052 

•80086 

•80122 

•80156 

*80192 

•80326 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80019 

•80053 

•80089 

•80123 

•80159 

•80193' 

•80329 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80020 

•80054 

•80090 

•80124 

*80160 

•80194 

•80330 

78001 

78001 

78001 

78001* 

78001 

78001 

78001 

*80021 

•80055 

*80091 

•80125 

•80161 

•80195 

•80331 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80022 

•80056 

•80092 

•80126 

•80162 

•80196 

*80332 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80023 

•80059 

•80093 

•80129 

*80163 

•80199 

•80333 

78001 

78001 

78001 

78001 

78001 

78001 

78001 

*80024 

•80060 

•80094 

•80130 

•80164 

•80300 

*80334 

78001 

78001 

78001 

78001 

78001 

78001 

78001 






23766 


Federal Register / Vol. 57, No. 108 / Thursday, June 4 , 1992 / Proposed Rules 


Page 17 of 


•80335 

70001 

•80336 

78001 

•80339 

78001 

•80340 

78001 

•80341 

78001 

•80342 

78001 

•80343 

78001 

•80344 

78001 

•80345 

78001 

•80346 

78001 

•80349 

78001 

•80350 

78001 

•80351 

78001 

•80352 

78001 

•80353 

78001 

•80354 

78001 

•80355 

78001 

•80356 

78001 

•80359 

78001 

•80360 

78001 

•80361 

78001 

•80362 

78001 

•80363 

78001 

•80364 

78001 

•80365 

78d01 

•80366 

78001 

•80369 

78001 

•80370 

78001 


•80371 

78001 

•80372 

78001 

•80373 

78001 

•80374 

78001 

•80375 

78001 

•80376 

78001 

•80379 

78001 

•80380 

78001 

•80381 

78001 

•80382 

78001 

•80383 

78001 

•80384 

78001 

•80305 

78001 

•80386 

78001 

•80389 

78001 

•80390 

7B001 

•80391 

78001 

•80392 

78001 

•80393 

78001 

•80394 

78001 

•80395 

78001 

•80396 

78001 

•80399 

78001 

•80400 

78001 

*80401 

78001 

•80402 

78001 

•80403 

780pi 

•80404 

78001 


•80405 
78001 
•80406 
78001 
•80409 
78001 
•80410 
78001 
•80411 
78001 
•80412 
78001 
•80413 
78001 
•80414 
78001 
•80415 
78001 
•80416 
78001 
•80419 
78001 
•80420 
78001 
•80421 . 

78001 

•80422 

78001 

•80423 

78001 

•80424 

78001 

•80425 

78001 

•80426 

78001 

•80429 

78001 

•80430 

78001 

•80431 

78001 

•80432 

78001 

•80433 

78001 

•80434 

78001 

•80435 

78001 

•80436 

78001 

*80439 

78001 

•80440 

78001 


•80441 

78001 

•80442 

78001 

•80443 

78001 

•80444 

78001 

•80445 

78001 

•80446 

78001 

•80449 

78001 

•80450 

78001 

•80451 

78001 

•80452 

78001 

*80453 

78001 

•80454 

78001 

•80455 

78001 

•80456 

78001 

•80459 

78001 

•80460 

78001 

•80461 

78001 

•80462 

78001 

•00463 

78001 

•80464 

78001 

•80465 

78001 

•80466 

78001 

*80469 

78001 

•80470 

78001 

•80471 

78001 

•80472 

78001 

•80473 

78001 

•80474 

78001 


•80475 

78001 

•80476 

78001 

•80479 

78001 

•80480 

78001 

•80481 

78001 

•80482 

79001 

•80483 

78001 

•80484 

78001 

•80485 

78001 

•80486 

78001 

•80489 

78001 

•80490 

78001 

*80491 

78001 

•80492 

78001 

•80493 

78001 

•80494 

78001 

•80495 

78001 

*80496 

78001 

•8500 

78001 

•8501 

78001 

•8502 

78001 

•8503 

78001 

•8504 

78001 

•8505 

78001 

•8509 

78001 

*85100 

78001 

•85101 

78001 

•85102 

78001 


*85103 

78001 

•95104 

78001 

•85105 

78001 

•85106 

78001 

•85109 

78001 

•85110 

78001 

•85111 

78001 

•85112 

78001 

•85113 

78001 

*85114 

78001 

•85115 

78001 

•85116 

78001 

•85119 

78001 

•85120 

78001 

•85121 

78001 

•85122 

78001 

•85123 

78001 

•85124 

78001 

•85125 

78001 

•85126 

78001 

*85129 

78001 

*85130 

78001 

•85131 

78001 

•85132 

78001 

•85133 

78001 

•85134 

78001 

*85135 

78001 

•85136 

78001 


•85139 

78001 

•85140 

78001 

•85141 

78001 

•85142 

78001 

•85143 

78001 

•85144 

78001 

•85145 

78001 

•85146 

78001 

•85149 

78001 

•85150 

78001 

•85151 

78001 

•85152 

78001 

•85153 

78001 

•85154 

78001 

•85155 

78001 

•85156 

78001 

*85159 

78001 

•85160 

78001 

•85161 

78001 

•85162 

78001 

•85163 

78001 

•85164 

78001 

•85165 

78001 

•85166 

78001 

•85169 

78001 

•85170 

78001 

*85171 

78001 

•85172 

78001 


18 Pages 


•95173 

78001 

•85174 

78001 

•85175 

78001 

•85176 

78001 

•85179 

78001 

•85180 

78001 

•85181 

78001 

•85182 

78001 

•85183 

78001 

•85184 

78001 

•85185 

78001 

•85186 

78001 

*85189 

78001 

*85190 

78001 

•85191 

78001 

•85192 

78001 

•85193 

78001 

•85194 

78001 

•85195 

78001 

*85196 

78001 

•85199 

78001 

•85200 

78001 

•85201 

78001 

•85202 

78001 

•85203 

78001 

•85204 

78001 

•85205 

78001 

•85206 

78001 
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•85209 

*85244 

*85400 

86402 

86415 

86405 

78001 

78001 

78001 

86403 

*86809 

86415 

•85210 

•85245 

*85401 

86404 

86405 

*9599 

78001 

' 78001 

78001 

86405 

86415 

86405 

•85211 

.•8'5246 

*85402 

86409 

*86810 

86415 

780(01 

78001 

78001 

86410 

86405 


•»5il2 

•86249 

*85403 

86411 

86415 


78001 

170001 

78001 

8€4l2 

*86813 


•85213 

*85250 

*85404 

86413 

86405 


78001 

78001 

78001 

86414 

86415 


•85214 

•85251 

*85405 

86415 

*86814 


78001 

78001 

78001 

86419 

86405 


•85215 

*85252 

*85406 

*86409 

86415 


78001 

78001 

78001 

86405 

*86819 


•85216 

•85253 

*85409 

86415 

86405 


78001 

78001 

•r 78001 

*86410 

86415 


•85219 

*85254 

*85410 

86405 

*8690 


78001 

78001 

78001 

86415 

86405 


•85221 

•85255 

*85411 

*86411 

86415 


78001 

78001 

78001 

86405 

*8691 


•85222 

•85256 

*85412 

86415 

86405 


78001 

78001 

78001 

*86412 

86415 


•85223 

*85259 

*85413 

86405 

*8792 


78001 

78001 

78001 

86415 

86405 


•85224 

*85300 

*85414 

*86413 

86415 


78001 

78001 

78001 

86405 

*8793 


•85225 

*85301 

*85415 

86415 

86405 


78001 

78001 

78001 

*86414 

86415 


•85226 

*85302 

*85416 

86405 

*8794 


78001 

78001 

78001 

86415 

86405 


•85229 

*85303 

*85419 

*86415 

86415 


78001 

78001 

78001 

86400 

*8795 


•85230 

*85304 

*86380 

86401 

86405 


78001 

78001 

86405 

86402 

86415 


•85231 

*85305 

86415 

86403 

*8796 


78001 

78001 

*86399 

86404 

86405 


•85232 

*85306 

86405 

86405 

86415 


78001 

78001 

86415 

86409 

*8797 


•85233 

*85309 

*86400 

86410 

86405 


78001 

78001 

86405 

86411 

86415 


•85234 

*85310 

86415 

86412 

*8798 


78001 

78001 

*86401 

86413 

86405 


•85235 

*85311 

86405 

86414 

86415 


78001 

78001 

86415 

86415 

*8799 


•85236 

*85312 

*86402 

86419 

86405 


78001 

78001 

86405 

*86419 

86415 


•85239 

*85313 

86415 

86405 

*9290 


78001 

78001 

*86403 

86415 

86405 


•85240 

*85314 

86405 

*86800 

86415 


78001 

78001 

86415 

86405 

*9299 


•85241 

*85315 

*86404 

86415 

86405 


78001 

78001 

86405 

*86803 

86415 


•85242 

*85316 

86415 

86405 

*9588 


78001 

78001 

*86405 

86415 

86405 


•85243 

*85319 

86400 

*86804 

86415 


78001 

78001 

86401 

86405 

*9598 
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Table 6h - Deletions to the CC Exclusions List 


CCd that are deleted from the list are In Table Sh-Deletlons to 
the CC Exclusions List. Each of the principal diagnoses Is shown 
with an asterisk, and the revisions to the CC Exclusions List are 
provided In an Indented column Immediately following the affected 
principal diagnosis. 


•00321 

4828 

4828 

4828 

3208 

483 

483 

483 

•01100 

•01120 

*01140 

*01160 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01101 

•01121 

•01141 

*01161 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01102 

•01122 

*01142 

*01162 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483! 

•01103 

•01123 

*01143 

*01163 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01104 

•01124 

*01144 

*01164 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01105 

*01125 

*01145 

*01165 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01106 

*01126 

*01146 

*01166 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•OHIO 

*01130 

*01150 

*01170 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01111 

*01131 

*01151 

*01171 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01112 

*01132 

*01152 

*01172 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01113 

*01133 

*01153 

*01173 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01114 

*01134 

*01154 

*01174 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01115 

*01135 

*01155 

*01175 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01116 

*01136 

*01156 

*01176 

4823 

4823 

4823 

4823 


4828 

4828 

4828 

*01316 

483 

483 - 

483 

3208 

•01180 

*01200 

*01280 

•01790 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01181 

•01201 

*01281 

*01791 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

•01182 

*01202 

*01282 

*01792 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

*01183 

*01203 

*01283 

*01793 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

*01184 

•01204 

*01284 

*01794 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

*01185 

•01205 

*01285 

*01795 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

*01186 

*01206 

*01286 

*01796 

4823 

4823 

4823 

4823 

4828 

4828 

4828 

4828 

483 

483 

483 

483 

*01190 

*01210 

*01300 

*0212 

4823 

4823 

3208 

4823 

4828 

4828 

*01301 

4828 

483 

483 

3208 

483 

*01191 

*01211 

*01302 

*0310 

4823 

4823 

3208 

4823 

4828 

4828 

*01303 

4828 

483 

483 

3208 

483 

*01192 

*01212 

*01304 

*0360 

4823 

4823 

3208 

3208 

4828 

4828 

*01305 

*0391 

483 

483 

3208 

4823 

*01193 

*01213 

*01306 

4828 

4823 

4623 

3208 

483 

4828 

4828 

*01310 

*0410 

483 

483 

3208 

0380 

*01194 

*01214 

*01311 

0381 

4823 

4823 

3208 

0382 

4828 

4828 

*01312 

0383 

483 

483 

3208 

03840 

*01195 

*01215 

*01313 

03841 

4823 

4823 

3208 

03842 

4828 

4828 

*01314 

03843 

483 

483 

3208 

03844 

*01196 

*01216 

*01315 

03849 

4823 

4823 

3208 

0388 
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0389 

01103 

01134 

01344 

01615 

01725 

01805 

6825 

6800 

01104 

01185 

(31345 

01616 

01726 

01806 

6826 

6801 

01105 

01186 

01346 

01620 

01730 

01880 

6827 

6802 

01106 

01190 

01350 

01621 

01731 

01881 

6828 

6803 

OHIO 

01191 

01351 

01622 

01732 

01882 

6829 

6804 

01111 

01192 

01352 

01623 

01733 

01883 

•0470 

6805 

01112 

01193 

01353 

01624 

01734 

01884 

3208 

6806 

01113 

01194 

01354 

01625 

01735 

01885 

•0471 

6807 

01114 

01195 

01355 

01626 

01736 

01886 

3208 

6808 

01115 

01196 

01356 

01630 

01740 

01890 

•0478 

6809 

01116 

01200 

01360 

01631 

01741 

01891 

3208 

6820 

01120 

01201 

01361 

01632 

01742 

01892 

•0479 

6821 

01121 

01202 

01362 

01633 

01743 

01893 

3208 

6822 

01122 

01203 

01363 

01634 

01744 

01894 

•0490 

6823 

01123 

01204 

01364 

01635 

01745 

01895 

3208 

6825 

01124 

01205 

01365 

01636 

01746 

01896 

*0491 

6826 

01125 

01206 

01366 

01640 

01750 

0310 

3208 

6827 

01126 

01210 

01380 

01641 

01751 

0360 

*0530 

6828 

01130 

01211 

01381 

01642 

01752 

0361 

3208 

6829 

01131 

01212 

01382 

01643 

01753 

0362 

*05472 

•0411 

01132 

01213 

01383 

01644 

01754 

0363 

3208 

0380 

01133 

01214 

01384 

01645 

01755 

03640 

*0700 

0381 

01134 

01215 

01385 

01646 

01756 

03641 

7800 

0382 

01135 

01216 

01386 

01650 

01760 

03642 

*0701 

0383 

01136 

01300 

01390 

01651 

01761 

03643 

7800 

03840 

01140 

01301 

01391 

01652 

01762 

03681 

*07020 

03841 

01141 

01302 

01392 

01653 

01763 

03682 

7800 

03842 

01142 

01303 

01393 

01654 

01764 

03689 

*07021 

03843 

01143 

01304 

01394 

01655 

01765 

0369 

7800 

03844 

01144 

01305 

01395 

01656 

01766 

0380 

*07030 

03849 

01145 

01306 

01396 

01660 

01770 

0381 

7800 

0388 

01146 

01310 

01400 

01661 

01771 

0382 

*07031 

0389 

01150 

01311 

01401 

01662 

01772 

0383 

7800 

6800 

01151 

01312 

01402 

01663 

01773 

03840 

*07041 

6801 

01152 

01313 

01403 

01664 

01774 

03841 

7800 

6802 

01153 

01314 

01404 

01665 

01775 

03842 

*07042 

6803 

01154 

01315 

01405 

01666 

01776 

03843 

7800 

6804 

01155 

01316 

01406 

01670 

01780 

03844 

*07043 

6805 

01156 

01320 

01480 

01671 

01781 

03849 

7800 

6806 

01160 

01321 

01482 

01672 

01782 

0388 

*07049 

6807 

01161 

01322 

01483 

01673 

01783 

0389 

7800 

6808 

01162 

01323 

01484 

01674 

01784 

3570 

*07051 

6809 

01163 

01324 

01485 

01675 

01785 

6800 

7800 

6820 

01164 

01325 

01486 

01676 

01786 

6801 

*07052 

6821 

01165 

01326 

01600 

01690 

01790 

6802 

7800 

6822 

01170 

01330 

01601 

01691 

01791 

6803 

*07053 

6823 

01171 

01331 

01602 

01692 

01792 

6804 

7800 

6825 

01172 

01332 

01603 

01693 

01793 

6805 

*07059 

6 82 6 

01173 

01333 

01604 

01694 

01794 

6806 

7800 

6827 

01174 

01334 

01605 

01695 

01795 

6807 

*0706 

6828 

01175 

01335 

01606 

01696 

01796 

6808 

7800 

6829 

01176 

01336 

01610 

01720 

01800 

6809 

*0709 

•0418 

01180 

01340 

01611 

01721 

01801 

6820 

7800 

01100 

01181 

01341 

01612 

01722 

01802 

6821 

*0721 

01101 

01182 

01342 

01613 

01723 

01803 

6822 

3208 

01102 

01183 

01343 

01614 

01724 

01804 

6823 

*09042 
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3208 

3203 

7800 

11501 

7800 

01113 

01193 

5080 

•09181 

•11515 

•25071 

ilSll 

•431 

01114 

01194 

5081 

3208 

4823 

7800 

11591 

7800 

01115 

01195 

5171 

•0942 

4828 

•25080 

3200 

•4320 

' 01116 

01196 

•4824 

3208 

483 

3208 

3201 

7800 

01120 

01200 

4823 

•09889 

•11591 

7800 

3202 

•4321 

01121 

01201 

4828 

3208 

3208 

•25081 

3203 

7800 

01122 

01202 

483 

•0994 

•11595 

3208 

3207 

•4329 

01123 

01203 

•4828 

09040 

4823 

7800 

3208 

7800 

01124 

01204 

01100 

09041 

4828 

•25090 

3209 

•4800 

01125 

01205 

01101 

09042 

433 

3208 

3210 

4823 

01126 

01206 

01102 

09049 

•1221 

7800 

3211 

4828 

01130 

01210 

01103 

0930 

4823 

•25091 

3212 

483 

01131 

01211 

01104 

0931 

4828 

3208 

3213 

•4801 

01132 

01212 

01105 

09320 

483 

7800 

3214 

4823 

01133 

01213 

01106 

09321 

•1300 

•2510 

3218 

4828 

01134 

01214 

OHIO 

09322 

3208 

7800 

3220 

483 

01135 

01215 

01111 

09323 

•1304 

•2511 

3221 

•4802 

01136 

01216 

01112 

09324 

4823 

7800 

3222 

4823 

01140 

0310 

01113 

09381 

4828 

•2512 

3229 

4828 

01141 

11505 

01114 

09382 

483 

7800 

3570 

483 

01142 

11515 

01115 

09389 

•1363 

•2513 

•3209 

•4808 

01143 

1304 

01116 

0939 

4823 

7800 

3208 

4823 

01144 

1363 

01120 

0940 

4828 

•3200 

•3210 

4828 

01145 

481 

01121 

0941 

483 

3208 

3208 

483 

01146 

4820 

01122 

0942 

•25000 

•3201 

•3211 

•4809 

01150 

4821 

01123 

0943 

7800 

3208 

3208 

4823 

01151 

4822 

01124 

09481 

•25001 

•3202 

•3212 

4828 

01152 

4823 

01125 

09487 

7800 

3208 

3208 

483 

01153 

4824 

01126 

09489 

•25010 

•3203 

•3213 

•481 

01154 

4828 

01130 

0949 

7800 

3208 

3208 

4823 

01155 

4829 

01131 

0980 

•25011 

•3207 

•3214 

4828 

01156 

483 

01132 

09810 

7800 

3208 

3208 

483 

01160 

4841 

01133 

09811 

•25020 

•3208 

•3218 

•4820 

01161 

4843 

01134 

09812 

7800 

01300 

3208 

4823 

01162 

4845 

01135 

09813 

•25021 

01301 

•3220 

4828 

01163 

4846 

01136 

09814 

7800 

01302 

3208 

483 

01164 

4847 

01140 

09815 

•25030 

01303 

•3221 

•4821 

01165 

4848 

01141 

09816 

7800 

01304 

3208 

4823 

01166 

485 

01142 

09817 

•25031 

01305 

•3222 

4828 

01170 

486 

01143 

09819 

7800 

01306 

3208 

483 

01171 

4870 

01144 

5970 

•25040 

01310 

•3229 

•4822 

01172 

4950 

01145 

5990- 

7800 

01311 

3208 

4823 

01173 

4951 

01146 

*10081 

•25041 

01312 

•3488 

4828 

01174 

4952 

01150 

3208 

7800 

01313 

7800 

483 

01175 

4953 

01151 

*11283 

•25050 

01314 

•3489 

•4823 

01176 

4954 

01152 

3208 

7800 

01315 

7800 

01100 

01180 

4955 

01153 

*1142 

•25051 

01316 

•34989 

01101 

01181 

4956 

01154 

3208 

7800 

0360 

3208 

01102 

01182 

4957 

OllSS 

■11501 

•25060 

0530 

7800 

01103 

01183 

4958 

01156 

3208 

3208 

05472 

•3499 

01104 

01184 

4959 

01160 

'11505 

7800 

0721 

3208 

01105 

01185 

5060 

01161 

4823 

•25061 

09042 

7800 

01106 

01186 

5061 

01162 

4828 

3208 

0942 

•3570 

OHIO 

01190 

5070 

01163 

483 

7800 

11283 

3208 

01111 

01191 

5071 

01164 

*11511 

•25070 

1142 

•430 

01112 

01192 

5078 

01165 
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01166 

485 

01142 

11515 

01170 

486 

01143 

1304 

01171 

*4870 

01144 

1363 

01172 

4950 

01145 

481 

01173 

4951 

01146 

4820 

01174 

4952 

81150 

4821 

01175 

4953 

01151 

4822 

01176 

4954 

01152 

4823 

01180 

4955 

01153 

4824 

01181 

4956 

01154 

4828 

01182 

4957 

01155 

4829 

01183 

4958 

01156 

483 

01184 

4959 

01160 

4841 

01185 

5060 

01161 

4843 

01186 

5061 

01162 

4845 

01190 

5070 

01163 

4846 

01191 

5071 

01164 

4847 

01192 

5078 

01165 

4848 

01193 

5080 

01166 

485 

01194 

5081 

01170 

486 

01195 

5171 

01171 

4870 

01196 

•4829 

01172 

4950 

01200 

4823 

01173 

4951 

01201 

4828 

01174 

4952 

01202 

483 

01175 

4953 

01203 

•483 

01176 

4954 

01204 

01100 

01180 

4955 

01205 

01101 

01181 

4956 

01206 

01102 

01182 

4957 

01210 

01103 

01183 

4958 

01211 

01104 

01184 

4959 

01212 

01105 

01185 

5060 

01213 

01106 

01186 

5061 

01214 

OHIO 

01190 

5070 

01215 

qiiii 

01191 

5071 

01216 

diii2 

01192 

5078 

0310 

01113 

011^3 

5080 

11505 

01114 

01194 

5081 

11515 

01115 

01195 

5171 

1304 

01116 

01196 

•4841 

1363 

01]i20 

01200 

4823 

481 

OlHl 

01201 

4828 

4820 

01122 

01202 

483 

4821 

01123 

01203 

•4843 

4822 

01124 

01204 

4823 

4823 

01125 

01205 

4828 

4824 

01126 

01206 

483 

4828 

01130 

01210 

•4845 

4829 

01131 

01211 

4823 

483 

01132 

01212 

4828 

4841 

01133 

01213 

483 

4843 

0ai34 

01214 

•4846 

4845 

01135 

01215 

4823 

4846 

01136 

01216 

4828 

4847 

01140 

0310 

483 

4848 

01141 

11505 

•4847 
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4823 

4823 

7800 

4828 

4828 

•5965 

483 

483 

5960 

*4958 

•5069 

5964 

4823 

4823 

5996 

4828 

4'828 

7882 

483 

483 

•5998 

•4959 

•5070 

5800 

4823 

4823 

5804 

4828 

4828 

58081 

483 

483 

58089 

•496 

•5071 

5809 

4823 

4823 

5810 

4828 

4828 

5811 

483 

483 

5812 

•500 

•5078 

5813 

4823 

4823 

58181 

4828 

4828 

58189 

483 

483 

5819 

•501 . 

•5080 

5834 

4823 

4823 

5845 

4828 

4828 

5846 

483 

483 

5847 

•502 

*5081 

5848 

4823 

4823 

5849 

4828 

4828' 

585 

483 

483 

59010 

•503 

•5088 

59011 

4823 

4823 

5902 

4828 

4828 

5903 

483 

483 

59080 

•504 

•5089 

59081 

4823 

4823 

5909 

4828 

4828 

591 

483 

483 

5921 

•505 

•5171 

5935 

4823 

4823 

5950 

4828 

4828 

5951 

483 

483 

5952 

•5060 

•5178 

5954 

4823 

4823 

59581 

4828 

4828 

59582 

483 

483 

59589 

•5061 

•51889 

5959 

4823 

4823 

5961 

4828 

4828 

5962 

483 

483 

5964 

•5062 

•5198 

5966 

4823 

4823 

5967 

4828 

4828 

5970 

483 

483 

5981 

•5063 

•5199 

5982 

4823 

4823 

.5990 

4828 

4828 

5994 

483 

483 

5996 

•5064 

*5722 

5997 


4823 

4828 

483 

•4848 

4823 

4828 

483 

•485 

4823 

4828 

483 

•486 

4823 

4828 

483 

•4870 

4823 

4828 

483 

*4871 

4823 

4828 

483 

*494 

4823 

4828 

483 

•4950 

4823 

4828 

483 

•4951 

4823 

4828 

483 

•4952 

4823 

4828 

483 

•4953 

4823 

4828 

483 

•4954 

4823 

4828 

483 

•4955 

4823 

4828 

483 

•4956 

4823 

4828 

483 

•4957 


V 







23772 


Federal Register / Vol. S7. No. 108 / Thursday, June 4. 1992 / Proposed Rules 


Page 5 of 7 Pages 


*74861 

7800 

7300 

7800 

7800 

7800 

7800 

7800 

4823 

*80023 

•80059 

•80093 

*80129 

*80163 

*80199 

•80333 

4828 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

483 

*80024 

•30060 

•30094 

*80130 

*30164 

*80300 

•80334 

•7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

430 

*80025 

•80061 

•80095 

*80131 

*80165 

•80301 

*80335 

431 

7800 

7800 

7300 

7800 

7800 

7800 

7800 

4320 

•80026 

•90062 

*80096 

*80132 

*80166 

•80302 

*80336 

4321 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

436 

*80029 

•30063 

•80099 

*80133 

*80169 

•80303 

•80339 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

•7802 

*80030 

•80064 

•80100 

*80134 

*80170 

*80304 

*80340 

7800 

7800 

7800 

7300 

7800 

7800 

7800 

7800 

*7804 

*80031 

•80065 

•80101 

*80135 

*80171 

*80305 

*80341 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

•7809 

*80032 

•80066 

*80102 

*80136 

*80172 

*80306 

*80342 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*7998 

*80033 

•80069 

*80103 

*80139 

*80173 

*80309 

*80343 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80000 

*80034 

•80070 

*80104 

*80140 

*80174 

*80310 

*80344 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80001 

*80035 

*80071 

*80105 

*80141 

*80175 

*80311 

*80345 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80002 

*80036 

*80072 

*80106 

*80142 

*80176 

*80312 

*80346 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80003 

*80039 

*80073 

*80109 

*80143 

*80179 

*80313 

*80349 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80004 

*80040 

*80074 

*80110 

*80144 

*80180 

*80314 

*80350 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80005 

*80041 

*80075 

*80111 

*80145 

*80181 

*80315 

*80351 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80006 

*80042 

*80076 

*80112 

*80146 

*80182 

*80316 

*80352 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80009 

*80043 

*80079 

*80113 

*80149 

*80183 

*80319 

*80353 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

7800 

*80010 

*80044 

*80080 

*80114 

*80150 

*80184 

*80320 

*80354 
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Table 8a.—Statewide Average Oper¬ 
ating Cost-To-Charge Ratios for 
Urban and Rural Hospitals (Case 
Weighted) April 1992 


State 

Urban 

Rural 

Alabama.—.. 

0.503647 

0.530099 

Alaska -... 

0.769846 

0.882596 

Ariiona... 

0.579847 

0.620998 

Arkansas—.-. 

0.583693 

0.570674 

California.-. 

0.511337 

0.565421 

Colorado... 

0.566320 

0.646590 

0.616202 

0.624826 

0.666155 

0.640679 


Oelawara-- 

District ol Cokimbia_- 

0.572246 


Florida.—.. 

0.497297 

ososoS 

Georgia.-. 

0.592786 

0.578752 

Hawaii.— ... 

0.629273 

0.753597 

Idaho-. ^ 

0.667878 

0.671365 

Illinois_- 

0.567290 

0.614793 

Indiana - - 

0.668811 

0.679592 

Iowa....-. 

0680816 

0.741266 

Kansas__ 

0.634933 

0.709132 

Kentucky- 

0586710 

0.563233 

Louisiana- 

0.558362 

0.586960 

Maine— 

0.670662 

0.626500 

Maryland.. 

0.768898 

0.806322 

Massachusetts- 

0.711945 

0.856405 

Michigan- 

0.580700 

0.659005 

Minnoaota- 

0.662974 

0.722065 

, , . . ..._ 

0.596325 

0.563217 

Missouri— - 

0.541151 

0.565243, 

Montana- 

0675568 

0.700140’ 

Nebraska.-. 

0.654524 

0.722772 

Nevada-- 

0.509109 

0.677714 

New Hampshire 

0.679143 

a686632 

New Jersey——_! 

0.796232 


New Mexico. 

0 547462 

0.582679 

New York.. 

0.672745 

0.738413 

North Carolina.-. 

0.627158 

0.561949 

North 0i^(ota. 

0.684004 

0.712080 

Ohio.. 

0.634724 

0.662139 

Oklahoma. 

0.574143 

0.606318 

Oregon.... 

0 634317 

0 681224 

Pennsylvania. 

0.531257 

0.601704 


Table 8a.—Statewide Average Oper¬ 
ating Cost-To-Charge Ratios for 
Urban and Rural Hospitals (Case 
Weighted) April 1992—Continued 


Table 8b.—Statewide Average Cap¬ 
ital Cost-To-Charge Ratios (Case 
Weighted) April 1992—Continued 


State 

Urban 

Rural 

Puerto Rico. 

Rhode Island. 

0.532837 

0-765000 

0-562383 

0.633205 

Sooth Carolina. J 

0.544672 

South Dakota... 

0.664001 

0.686325 

Tennessee.-. 

0.575922 

0.579631 

Texas. 

0.574424 

0.660252 

Utah___ 

0.625668 

0.646080 

Vermont_ 

0.666931 

.0.666817 

Viiginia ■— . 

0585301 

0.598326 

Washington.. 

. 0.710180 

0.739728 

Wesl Virginia-... 

0.580977 

0.567044 

Wisconsin..... 

0.724494 

0.736675 

Wyoming —... 

0.746141 

0.774423 


Table 8b.—Statewide Average Cap¬ 
ital Cost-To-Charqe Ratios (Case 
Weighted) April 1992 


Slate 


Kansas. 

Kentucky. 

Louisiana. 

Maine... 

Maryland. 

Massachusetts. 

Michigan .. 

Minnesota.-.—..... 

___ 

Misaourt-.-.. 

Montana... 

Nebraska. 

Nevada. 

New Hampshire_ 

New Jersey_ 

New Mexico.. 

New York. 

North Carolina_ 

North Oekola___ 

Ohio__ 

Oklahoma___ 


State 

Ratio 

Atabantt______ 

0.062910 

Alaska____ 

0.105562 

Arizona.. — .. . _ 

0i)76547 

ArYtansas. 

0.067796 

CaUforma... 

0.051154 

Colorado_ 

0.056766 

Connecticut...... 

0.040184 

Oelawara. ... 

0064672 

Distnct of Columbia..... 

0.045503 

Florida.—.... 

0.068092 

Georgia..... 

0.060021 

Hawaii .. ... 

0.060616 

Idaho_ —... 

0.066879 

Illinois .. . 

0 052549 

Indiana .. 

0.067411 

Iowa .. .. 

0.063290 


Oregon. 

Pennsylvania. 

Puerto Rioo_ 

Rhode Island.... 

South Carolina—...-. 

South Dakota ...—... 

Tennessee.. 

Texas- 

Utah ____ 

Vermont.. 

Virginia. 

Washington .. 

West Virginia. 

Wisconsin. 

Wyoming. 


MUJNQ CODC StaO-OY-M 


, Ratio 


0.062413 

0.066616 

0.061314 

0.049786 

0.057705 

0.056731 

0.058711 

0.060940 

0.060694 

0.060135 

0.071759 

0.061103 

0.056191 

0.063597 

0.079029 

0.060087 

0.066062 

0.055494 

0.073101 

0.064051 

0.066489 

0.052530 

0.053267 

0.062128 

0.042000 

0.067906 

0.071616 

0.068952 

0i)70990 

0.064946 

0060000 

0.069063 

0^183107 

0.064799 

0.072273 

0.062846 
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APPENDIX A—REGULATORY 
IMPACT ANALYSIS 

1. Introduction 

Executive Order (E.O.) 12291 requires 
us to prepare and publish an initial 
regulatory impact analysis for any 
proposed rule that meets one of the E.O. 
12291 criteria for a **major rule:** that is* 
a rule that would be likely to result in— 

• An annual effect on the economy of 
$100 million or more; 

• A major increase in costs or prices 
for consumers* individual industries. 
Federal. State, or local government 
agencies, or geographic regions: or 

• A significant adverse effect on 
competition, employment, investment, 
productivity, innovation, or on the 
ability of United States-based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets. 

In addition, we generally prepare a 
regulatory flexibility analysis that is 
consistent with the Regulatory 
Flexibility Act (RFA)(5 U.S.C. 601 
through 612). unless the Secretary 
certifies that a proposed rule would not 
have a significant economic impact on a 
substantial number of small entities. For 
purposes of the RFA. we consider all 
hospitals to be small entities. 

Also, section 1102(b) of the Act 
requires the Secretary to prepare a 
regulatory impact analysis for any 
proposed rule that may have a 
significant impact on the operations of a 
substantial number of small rural 
hospitals. Such an analysis must 
conform to the provisions of section 603 
of the RFA. With the exception of 
hospitals located in certain New 
England counties, for purposes of 
section 1102(b) of the Act. we define a 
small rural hospital as a hospital with 
fewer than 100 beds and that is located 
outside of a Metropolitan Statistical 
Area or New England County 
Metropolitan Area. 

Section 601(g) of th Social Security 
Amendments of 1983 (Pub. L. 98-21) 
designated hospitals in certain New 
England counties as belonging to the 
adjacent New England Metropolitan 
County. Thus, for purposes of the 
prospective payment system, we 
classified these hospitals as urban 
hospitals. 

It is clear that the changes being 
implemented in this document would 
affect both a substantial number of 
small rural hospitals as well as other 
classes of hospitals, and the effects on 
some may be significant. Therefore, the 
discussion below, in combination with 
the rest of this proposed rule, constitutes 
a combined regulatory impact analysis 
and regulatory flexibility analysis in 


accordance with E.0.12291 and the 
RFA. 

II. Objectives 

The prospective payment rates for 
both capital and operating costs create 
incentives similar to the incentives a 
hospital faces in pricing and marketing 
its services in a price competitive 
market. Under the prospective payment 
systems, similar hospitals are paid the 
same rate for similar services, and 
hospitals know in advance the amount 
they will be paid per discharge. Because 
hospitals receive this payment 
regardless of their specific cost 
experience, there are strong incentives 
to operate more efficiently and to 
minimize unnecessary costs. Our 
specific objectives include the following: 

• Restructuring hospitals’ economic 
incentives. 

• Basing payment on a system that 
more accurately identifies the product 
being purchased than cost 
reimbursement. 

• Reinforcing the role of the Federal 
government as a prudent buyer of 
services. 

• Restraining the rate of hospital cost 
increases, thus moderating the outflow 
of expenditures from the Medicare trust 
fund while maintaining high quality 
care. 

In addition, we share national goals of 
deficit reduction and restraints on 
government spending in general. We 
believe the proposed changes would 
further all of the above goals while 
maintaining the financial viability of the 
hospital industry and ensuring access to 
high quality care for beneficiaries. We 
expect that these proposed changes 
would ensure that the outcomes of this 
payment system are. in general, 
reasonable and equitable while avoiding 
or minimizing unintended adverse 
consequences. Thus, our overall intent is 
to refine further the prospective 
payment system without undercutting 
our objectives. 

III. Limitations of Our Analysis 

As has been the case in previously 
published regulatory impact analyses, 
the following quantitative analysis is 
limited to presenting the projected 
effects of the proposed policy and rate 
changes on current and projected 
payment rates. In the analysis that 
follows, we examine the effects on 
hospital payments of changes required 
by statute and changes HCFA is 
proposing. We accomplish this by 
projecting estimated payments under 
each set of proposed policy changes 
onto current estimated payments and 
determining the difference between the 
two sets of payment amounts. That is. 


we project the effects of each policy 
change on payments while holding all 
other payment variables constant. Thus, 
we are not attempting to predict 
behavioral responses to our policy 
changes, and we are not generally 
accounting for changes in such 
exogenous variables as admissions, 
lengths of stay, or case mix. We believe 
that this approach to the specific impact 
discussions below is the most 
reasonable one given the difficulty we 
have in quantifying impacts and 
attributing causality. Wherever possible, 
we have included quantitative 
representations of the impact of changes 
being proposed in this document. 

As we have done in previous impact 
analyses, we are soliciting comments 
and information about the anticipated 
effects of these changes on the 
prospective payment system. 

IV. Hospitab Included in and Excluded 
From the Prospective Payment System 

The prospective payment systems for 
hospital inpatient operating and capital- 
related costs encompass nearly all 
general, short-term, acute care hospitals 
that participate in the Medicare 
program. Only 59 short-term, acute care 
hospitals remain excluded from the 
prospective payment systems under 
section 1814(b)(3) of the Act (in 
Maryland) or a demonstration project 
(in the Finger Lakes region of New York 
State). Thus, as of April 9.1992, about 
5,390 hospitals were receiving 
prospectively based payments for 
performing inpatient services. This 
represents about 83 percent of all 
Medicare-participating hospitals. 

Among the 5,390 prospective payment 
hospitals, there are over 860 hospitals 
that are paid on special bases under the 
prospective payment system for 
operating costs, as required by statute, 
as sole community hospitals or rural 
referral centers. In addition, there are 
approximately 1,602 hospitals that are 
receiving additional payments on the 
basis of being classified as 
disproportionate share hospitals. About 
30 of these hospitals also receive special 
payments as rural referral centers and 
95 as sole community hospitals. About 
1,207 hospitals are receiving additional 
payments for the indirect cost of 
medical education. There are about 605 
hospitals that qualify for additional 
payments under both the indirect 
medical education and disproportionate 
share payment provisions under the 
prospective payment system for 
operating costs. 

SecUon 1886(d)(5)(G)(i) of the Act 
directs the Secretary to pay Medicare- 
dependent, small rural hospitals on the 
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basis of the greater of a hospital-specific 
rate based on their FY1982 or FY1987 
operating costs per discharge, whichever 
is higher, or the applicable standardized 
payment amount Tills provision was 
effective with cost reporting periods 
beginning after April 1.1990 and expires 
%vith cost reporting periods ending on or 
before March 31,1993. Thus, with cost 
reporting periods beginning after April 1, 
1992, over 500 hospitals that meet the 
criteria for being Medicare-dependent 
small rural hospitals %vill begin receiving 
only the standardized cnnount payments. 

Under the capital prospective 
payment system, there are special 
payment protections for sole community 
hospitals and for urban hospitals with 
more than 100 beds and a 
disproportionate share patient 
percentage of 20,2 percent or more or 
which derive at least 30 percent of their 
total inpatient revenues from State or 
local government sources for the care of 
indigent patients. Approximately 532 
sole community hospitals and 781 urban 
hospitals qualify for this protection. An 
additional 1.488 urban hospitals with 
more than 100 beds receive additionai 
payments for serving low income 
patients. (An additional payment is 
made to all urban hospitals with more 
than 100 beds that serve low income 
patients.) Additional payments are also 
made to 1.207 hospitals with graduate 
medical education teaching programs. 

As of April 9,1992, about 1,0^ 
Medicare hospitals are excluded by 
statute from the prospective payment 
system and continue to be paid on the 
basis of their reasonable costs, subject 
to limits on the rate of increase in their 
costs. These hospitals include 
psychiatric, rehabilitation, long-term 
care, and children's hospitals. Another 
1.893 psychiatric and rehabilitation units 
in hospitals subject to the prospective 
payment system are excluded from the 
prospective payment system as of the 
same date. These units, too. are paid on 
the basis of reasonable cost subject to 
limits on the rate of increase in their 
costs. In addition, there are nine 
hospitals extensively involved either in 
the treatment of cancer or cancer 
research that are excluded from the 
prospective payment system. 

V. Impact on Excluded Hospitals and 
Units 

As noted in the previous section of 
this impact analysis, approximately 
1.050 excluded Medicare hospitals and ' 
1.893 units in hospitals included in the 
prospective payments systems are paid 
on a reasonable cost basis subject to the 
rale-of-increase ceiling requirement of 
§ 413.40. For hospital cost reporting 
periods beginning on or after October 1, 


1992, excluded hospitals and units 
would be paid the full increase in their 
reasonable costs up to the percentage 
increase in the hospital market basket. 
We are projecting an Increase in the 
excluded hospital meuicet basket of 4.5 
percent 

The impact on excluded hospitals and 
units of the proposed update in the rate- 
of-increase limit depends on the rate of 
cost increases experienced by each 
hospital and excluded unit since its base 
period. For excluded hospitals and units 
with per-case increases in inpatient 
operating costs below the cumulative 
update in their rate-of-increase limit the 
major effect will be on the level of 
incentive payments these hospitals and 
units receive. Conversely, for excluded 
hospitals and units with per-case cost 
increases above the cumulative update 
in their rate-of-increase limit the major 
effect will be the amount of excess costs 
that the hospitals would have to absorb. 

In this context we note that for cost 
reporting periods beginning in FY 1992. 
i 413.40(d](3)(iii) allows an excluded 
hospital or unit whose cost exceed the 
rale-of-increase limit to receive the 
lower of its target amount plus 50 
percent of reasonable costs in excess of 
the target amount or 110 percent of the 
target amount In addition, under the 
various provisions set forth in S 413.40, 
excluded hospitals and units can obtain 
substantial relief from the rate-of- 
increase limit for significant yet 
justifiable, increases in operating costs 
that exceed the limit At the same time, 
however, by generally limiting payment 
increases to the growth rate in the 
hospital market basket we continue to 
provide an incentive for excluded 
hospitals and units to restrain the 
growth in their spending for patient 
services. 

VI. Quantitative Impact Analysis of the 
Proposed Policy Changes Under 
Prospective Payment System for 
Operating Costs 

A. Basis and Methodology of Estimates 

In this proposed rule, we are 
announcing policy changes and payment 
rate updates for the prospective 
payment systems for operating costs 
and for capital-related costs. We have 
prepared separate analyses of the 
proposed changes to each system. 

The data used in developing the 
quantitative analyses of changes in 
operating payments that are presented 
below are taken from FY 1991 billing 
data and the most current hospital- 
specific data. For purposes of 
determining which method of payment 
to apply for sole community hospitals 
(the Federal payment rate or the 


applicable hospital-specific payment 
rate as prescribed by section 
1888(dJ(5)(D)(i) of the Act), we assume 
that all sole community hospitab have a 
cost reporting period that coincides with 
the Federal fiscal year. 

Our analysis has several limitations. 
First it does not take Into account 
behavioral changes that hospitals may 
adopt in response to the policy changes 
being implemented in this proposed rule. 
Second, as a result of gaps in our data, 
we are unable to quantify some of the 
effects of the changes contained in this 
rule. Third, we could not categorize all 
the hospitals in our data base because in 
some cases the hospital-specific data 
necessary for constructing our impact 
model were missing. For some hospitals, 
data on hospital size and type of 
ownership were missing. The missing 
data, however, did not prevent us &om 
using the dischajges fiom these facilities 
to estimate the actual payments for FY 
1992 and the projected FY 1993 
payments under the policies proposed 
that serve as the bases of our 
simulatioa. 

To illustrate the efiects of hospital 
geographic reclassifications for FY 1993. 
we are dividing the analysis presented 
in Table 1 into two parts. The first part 
shows changes in payments to hospitals 
based on their actual geographic 
location. The second part of the analysts 
shows changes in payments based on a 
hospital's FY 1993 geographic 
classification for purposes of the 
standardized amount under the 
prospective payment system after any 
reclassifications under sections 
1888(d)(8) or (10) of the Act, rather than 
its actual geographic location. For 
example, our analysis in Table 1 of 
hospital operating payments based on 
actual geographic location shows that 
the number of hospitals in iai^e urban, 
other urban, and rural areas is 1.467. 
1.411. and 2,516, respectively. The 
analysis of hospitals that incorporates 
reclassifications shows the number of 
large urban, other urban, and rural 
hospitals to be 1.819,1.480. and 2,295, 
respectively. The effects of geographic 
reclassification are evident from a 
comparison of the two analyses within 
Table L 

To simulate the impact of the 
expiration of section 1886(d)(5)(C| of the 
Act on payments to Medicare- 
dependent. small rural hospitals 
(MDHs), we computed hospital-specific 
payments from October 1.1992 through 
the end of each hospital's cost reporting 
period that ends on or before March 31. 
1993. That is, we simulated payments for 
this period based on the higher of the 
hospital-specific payment or the 
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proposed FY 1993 standardized amount 
pajrments for operating costs. We then 
computed payments for the remainder of 
the Federal fiscal year based on the 
proposed FY 1993 standardized amount 
payments for operahng costs. For 
example, if the hospital's cost reporting 
period ends December 31 and the 
hospitahspecific payments are higher 
than the proposed standardized amount 
payments, we computed hospital- 
specific payments for 3 months and 
prospective payments for 9 months, in 
the simulatim hospitals with cost 
reporting periods ending before 
Sc^teml^r 30. were paid on the basis of 
the Federal payment rates for the entire 
period. Since some of those hospitals 
lose this special protection during FY 
1992. a similar simulation was 
performed to reduce FY 1992 payments 
for comparison purposes. Below we 
present the annual effect of the 
expiration of the special provision on 
payments to Medicare-dependent small 
rural hospitals. We simulated a full 12 
months of payments under the special 
payment pro^sion compared with 12 


months of payment without benefit of 
the provision. 


Averaoa FY 
1993 poymem/ 
case fZinonma 

Averaoe 
pitvmeni/caae 
12 months 


payment 

Percent change 

payment as an 

without the 

MOH 

fwi/n p«ynioni 

proiec^on 


S3502 

$3,138 

-104 


The analysis in Table 1 examines the 
foHo%ving maior changes set forth in this 
proposed rule— 

• The effects of the annual 
redasslfication of diagnoses and 
procedures and the recaiibration of the 
me weights required by section 
1686(d)(4)(C) of the Act (column 1). 

• The effects of hospital 
reclassifications by^e MCCRB (column 
21 

• The effect of the proposed outlier 
payment changes (using a marginal cost 
fector of .55 the arithmetic mean to 
calculate day outlier payments) and 
increase in outlier payment levels 
(colunu) 3). 


• The combined effect of ail changes 
being presented in this proposed rule 
(column 4). 

In order to present the effects of the 
separate policy proposals displayed in 
columns 1.2, and 3 of table L we added 
incrementally the payment variables 
associated with the provision under 
examination, so that the percentages in 
the cohimns repre sen t the difference in 
payments relative to the previous 
column. For example, column 2 
(Geographic Reclassification) examines 
the impact of the standardized amount 
and wage index changes resulting from 
geographic reclassifications given the 
DRG reclassifications and recaiibration 
results displayed in column 1 of Table L 
The last column in Table 1 displays the 
combined effects of the pre\ious 
columns as well as, corrections to the 
wage index values, the phase-out of the 
MDH Provision, and the update and 
budget neutrality factors. Thus, the last 
column is the only one that reflects the 
effects of an the quantifiable proposed 
policy changes on simulated 1^ 1992 
payments. 


Ta8L£ L—Impact Analysis Of Proposed Operating Cost Prospective Payment System Changes for FY 1993 



Number of 
hospitals' 

ORO 

redasadica- 
bon and 
recatorabon 
(D* 

Geographic 

radassifica* 

lion(2)« 

Outber payment changes 

Al chenges 

(4)- 

Payment 

level 

adjustment 

(3A)* 

Proposed 
Policy pm » 


Oeograplilc Lacetloff 


Ail hnspitalfi.. .,,_____ 

5.394 

0.0 

00 

1 6 

0.0 

1.6 

4.3 

Urge uftwn areas (populations over 1 mtfUonI__ 

1.467 

0 

-.1 

19 

♦ 2 

17 

45 

osier iirt>an areas (poptnatwi oi 1 mahon or teweO _ 

1.411 

0 

0 

17 

1 

16 

46 

Rural Areas ... -.. .... ... 

2,516 

-.1 

.1 

7 

0 

,7 

32 

Uftian Hospitals----- 

2.878 

.0 

0 

18 

1 

17 

45 

0-99 beds_____........_ 

679 

-.1 

-.1 

1.1 

.2 

13 

4.0 

100-199 beda______ 

856 

1 

0 

1 4 

2 

1.6 

4 4 

200-299 beds____ _ 

614 

1 

0 

1 7 

1 

ta 

46 

300-499 beds ........ 

536 

0 

2 

19 

1 

18 

45 

SOO nr rrwMa 

199 

.0 

0 

22 

.4 

1 8 

4 6 

Rural Hospitals... _..... ... _ _ _ 

2.516 

1 

.1 

.7 

0 

.7 

32 

0-49 beds _ _ .. ... . 

1.239 

2 

3 

2 

0 

2 

20 

50-99 beds _____ 

767 

.1 

.3 

4 

0 

4 

28 

100-149 beds _ ! _ 

2B4 

0 

t 

7 

t 

.8 

35 

150-199 beda ___ 

126 

0 

2 

8 

0 

8 

42 

200 or mom beds .-...... 

116 

0 

4 

12 

0 

12 

3.6 

Urban by Regxin: 








New Englnrwf . ... 

172 

2 

2 

1 8 

— .3 

15 

4 3 

Middle Atlantic.......... 

460 

3 

-.1 

28 

-13 

13 

42 

South Ananlic___ _«.... «. 

416 

-.1 

.0 

19 

3 

22 

49 

East North Central--- 

475 

0 

- 2 

t.4 

3 

1.7 

42 

East South Central____ 

168 

1 

-.1 

18 

.4 

22 

5.0 

West North Central_________ 

183 

0 

- 3 

14 

.4 

1.8 

42 

West South Central_______ 

352 

.1 

.4 

17 

.6 

23 

5.6 

Mountetn.....__, .. 

110 

—.1 

-.3 

1.6 

.6 

22 

4.6 

Pacific___.. 

492 

-.2 

.0 

t 4 

.4 

1.8 

4.4 

Puerto Hire _ _ _ 

46 

2 

-.2 

9 

1 

10 

37 

Rual by regioe: 








NewFnnIamt 

57 

_ t 

— .1 

9 

0 

9 

4 3 

Middlo Atlantic______ 

93 

.0 

-.4 

1.3 

-.7 

.6 

2.0 

South Atbinfic... 

343 

.0 

-.7 

1.1 

__ 1 

10 

3.4 

East North Central______ 

346 

.0 

.6 

.4 


5 

32 

East South CaMral _ _ 

296 

.0 

.0 


.1 

7 

3.6 

West North Ceniral... .. 

564 

-.1 

3 


.1 

4 

23 

WtHU _ _ . .. .. 

401 


.7 

s 

.2 

7 

3.5 

MounMs _ _ 

241 

-.1 

2 

3 

.1 

.4 

4 1 
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Table I.—Impact Analysis of Proposed Operating Cost Prospective Payment System Changes for FY 1993—Continued 


- 

Number of 
hospitals* * 

DRG 

rectassifica- 
tk>n and 
recalibration 
(1)* 

Geographic 

redassifica- 

tk)n(2)» 

Outfier payment changes 

All changes 

(<)• 

Payment 

IasjaI 

•WW 

adjustmertt 

(3A)^ 

Proposed 
Policy (38)» 

Sum of (AJ 
and (B) (30) 

Pacific... , . 

166 

.0 

.5 

.5 


.7 

4.2 

Puerto Rico...... . 

7 

.0 

-.4 

3 

.0 

.3 

3.7 

By Payment Ctaeamcatlon 





All hospitals________ 

5.394 

.0 

0 

1.6 

0.0 

1.6 

4.3 

Large Urban areas (populations over 1 mMHon)....^..^...__ 

1,619 

.0 

.0 

1.9 

-0.1 

U 

4.5 

Other urban areas (populations of 1 million or fewer).. 

1.480 

0 

0 

1.6 

.1 

1.7 

4.5 

Rural areas_______ 

2.295 

-.1 

-.1 

ft 

n 


3.1 

Teaching status: 

.Q 

.U 

4) 

Non-teaching......... 

4.186 

.0 

.0 

1.3 

..2 

1.5 

4.2 

Resident/bed ratio less than 0.25... 

968 

.0 

-.1 

1.7 

-.1 

1.6 

4.4 

Resident/bed ratio 0.25 or greater.... 

239 

.0 

.0 

2.3 

-.6 

1.7 

4.5 

Disproportionate share hospitals (OSH): 








Non-DSH_____ 

3,792 

.0 

0 

1.5 

.1 

1.6 

4.3 

Urban DSH: 








100 Beds or nxxe........ 

1,133 

.1 

.0 

19 

-.3 

1.6 

4.5 

Fewer than 100 beds...... 

95 

-.1 

.1 

8 

Q 

1.1 

39 

Rural DSH: 


Sole Community (SOT).,. . 

95 


_ 4 

O 9 

A 


3.4 

Referral centers (RR(^.. 

44 

’o 

.0 

1.1 

.U 
_ O 

o 

Other rural DSH hospitals: 



.If 

3.7 

100 beds Of more.... .. 

62 

0 

-2 8 

1.0 

-.2 

J 

1.6 

Fewer than 100 beds ............ 

173 

2 

.0 

.3 

.0 

.3 

3.0 

Urban teaching and DSH 








Both teaching and DSH. . .. . 

605 

.1 

0 

9 1 

A 

« t 

4.5 

4.5 

Teaching and no DSH....... 

516 

-.1 

-.1 

C. I 

1.8 

.1 

1./ 

1.9 

No Teaching and DSH .... .. 

623 

.1 

.1 

1.5 

.1 

1.6 

4.5 

No Teaching and no DSH... 

1.355 

.0 

.0 

1.6 

.3 

1.9 

4.7 

Rural hospital types: 








Non special status hospitals. 

1.010 

-.1 

-.8 

.6 

.0 

.6 

3.5 

RRC. 

179 

.0 

4 

1.0 

.1 

1.1 

4.3 

SCH... .... 

532 

-.1 

.0 

.1 

.0 

.1 

4 1 

M«dic8r».0epen(tent hospitals (MOH) ...... 

515 

-.2 

.3 


.0 


-4.3 

SCH and RRC. „ ..... 

45 

.1 

.3 

.6 

-.2 

.4 

4.3 

SCH and MDH...... 

1.092 

-.1 

.2 

.3 

-.1 

2 

1.6 


HosptUto R«claMlfl«d by Medicar* Qaographic CiaMiftcaUon Ravlaw Boaixl 


Reclassification status ckjring FY 92 and FY 93: 

Reclassified during both FY 92 and FY 93. 

Reclassified during FY 93 only.. 

Reclassified during FY 92 only... 

FY 93 reclassifications; 

All reclassified hospitals... 

All nonreclassrfied..... 

AM urban reclassified hospitals. 

Urban nonreclassified hospitals .... 

AM reclassified rural hospitals.....^... 

Rural nonreclassified hospitals___ 

Other reclassified hospitals (section 1886(0)(8}(B)). 
Type of ownership: 

Voluntary....... 

Proprietary... 

Government..... 

Medicare utilization as a percent of ir^bent days: 

0-25...... 

25-50......... 

50-65......... 



847 

.0 

-.7 

1.2 

.0 

^2 

3.4 

. 

349 

.1 

4 1 

1.7 

-.3 

1.4 

83 


82 

.0 

-3.6 

1.1 

.1 

1.2 

05 


1,196 

.0 

.9 

1.3 

-.1 

1.2 

5.0 


4.148 

.0 

-.3 

1.7 

.0 

1.7 

4.2 


376 

.1 

1.2 

1.7 

-.2 

1.5 

57 


2.502 

.0 

-.3 

1-8 

.0 

1.8 

4.3 


820 

.0 

.4 

8 

.0 

.8 

40 


1.646 

-.1 

-.3 

.4 

.0 

.4 

22 


50 

0 

.1 

1.1 

.1 

1.2 

4 1 


3,188 

0 

-.1 

17 

-.1 

1.6 

43 


749 

0 

0 

1.7 

.4 

2.1 

4.9 

— 

1,457 

.0 

2 

1.3 

.0 

1.3 

4.1 


277 

1 

2 

1.6 

-.1 

1.5 

4.6 


1,934 

.0 

0 

1.7 

.0 

1.7 

45 


2.213 

.0 

.0 

1.5 

.0 

1.5 

43 


727 

.0 

-.2 

1.2 

.0 

1.2 

2.9 


Because data necessary to classify some hospitals by category were missing, these hospitals were omitted from the analysis. Therefore, the total number of 
hospitals in each category may not equal the national total. Hospitai specific data and discharges data are from FY 1991. and hospital cost report data are from 
reporting periods begmning in FY 1990. 

* Recalibration of the DRG weights and classification changes are based on FY 1991 MEDPAR data and are performed annuaify In accordance with section 
188€<d)(4)(C) of the Act. 

* Urxiw section I886(d)(10) of the Act. a hospital may apply to the Medicare Geographic Classification Review Board for the purpose of obtaining a higher 
wage index, standardized payment amount, or both. Under section 1866<d)(8)(D) of the Art, changes in the geographic designation of hospitals must be budget 
neutral and payments to rural hospitals after reclassification cannot be lower than they would be abs^t reclas^ication. This crtumn reflects the impact of changes 
in reclassrfications between FY 1992 and FY 1993. 

« This column displays the effects of mcreasing outlier payments between FY 1992 and FY 1993. The thresholds implemented for FY 1992 were intended to 
result in 5.1 percent of payments for outMer cases. FY 1992 outlier payments now are estimated to equal 3.6 percent of total prospective payments. FY 1993 outlier 
payments are estimated at 5.1 percent. 

* This column displays the impart of the proposed change for computing day outlier cases using the arithmetic mean length of stay in place of the geometric 
mean length of stay for computing the per diem payment amount, and using a marginal cost factor of .55 instead of .60. 

* Thtt column shows the combined effects of aN the previous columns as as the effects of updating the FY 1992 standardized payment amounts by the 
rates of increase as mandated by section l886(bH3)(B)(i)(VII) of the Art. It also reflects the phase-out of the Medicare dependent small rural hospital provision in 
addition, this column captures interactive effects that we are not able to quantify. 
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B, The Impact of the Proposed Changes 
to the Weights (Column 1) 

In column 1 of Table I we present the 
combined effects of the revised DRG 
classiftcaton system, and the subsequent 
recalibration of the DRG weights 
incorporating these redefined DRCs. 
Section 1888(d)(4)(C)(i) of the Act 
requires us each year to make 
appropriate classification changes and 
recalibrate the DRG weights in order to 
reflect changes in treatment patterns, 
technology, and any other factors that 
may change the relative use of hospital 
resources. The impact of reclassification 
and recalibration on aggregate 
payments is required by section 
1888(d)(4){C)(iiil of the Act to be budget 
neutral. 

The redistributional impact of the 
proposed classification and 
recalibration changes across hospital 
groupings is small. At most, the impact 
is either a reduction or an increase of 0.3 
percent for a few hospital groupings 
while most hospitals appear to 
experience no effect. The reductions are 
concentrated among small urban and 
rural hospitals. Rural hospitals with 
fewer than 50 beds are projected to lose 
an average of 0.2 percent in payments 
per case, and rural hospitals with 
between 50 and 99 beds are projected to 
lose 0.1 percent of their payments. Also, 
urban hospitals with fewer than 100 
beds can expect an average 0.1 percent 
reduction in payments per case. 
However, urban hospitals with between 
100 and 299 beds can expect an average 
increase in payments of 0.1 percent. 


C. The Impact of MGCRB 
Reclassification on Hospitals (Column 
2 ) 

1. Impact of Current Policies 

Section 1886(d)(10) of the Act provides 
for the establishment of the Medicare 
Geographic Qassficiation Review Board 
(MGCRB). The MGCRB considers 
applications by hospitals for geographic 
reclassification for purposes of receiving 
a different wage index value, 
standardized amount, or both under the 
prospective payment system. By March 
30 of each year, the MGCRB makes 
reclassificaton determinations that will 
be efffective for the next fiscal year 
beginning on October 1. The first 
hospital reclassifications based on 
decisions of the MGCRB for FY1992 
were effective October 1.1991. The 
MGCRB may reclassify a hospital to an 
adjacent urban area or to another rural 
area with which it has a dose proximity 
for the purposes of using the other area's 
standardized amount, wage index vdue. 
or both. (A rural referral center or a sole 
community hospital may be 
redesignated to an area that is not an 
adjacent county^ 

The proposed FY 1993 standardized 
payment amounts and wage index 
values incorporate all the MGCRB's 
reclassification decisions that will be 
effective for FY 1993- The MGCRB 
approved 1.249 hospital reclassifications 
for FY 1993. This number includes 50 
hospitals that have also been 
reclassified under provisions of section 
1686(d)(8)(B) of the Act that deems 
certain rural counties adjacent to one or 
more urban areas as belonging to the 
urban area. 

The wage index values also reflect 
any decisions made by the HCFA 
Administrator through the appeals and 


review process for MGCRB decisions as 
of March 30.1991. Additional changes 
that result from the Administrator's 
review of MGCRB decisions will be 
incorporated into the wage index values 
and standardized payment amounts to 
be published in the final rule 
implementing changes to the prospective 
payment system for FY 1993. 

The later Administrator decisions may 
affect the wage index value for specific 
geographic areas. These decisions may 
also determine whether a redesignated 
hospital receives the wage index of the 
area to which it is redesignated or a 
combined wage index that includes the 
data for both the hospitals already in 
the area and the redesignated hospitab. 

Over 88 percent of all hospitals 
reclassified for FY 1993 are located in 
rural areas (820 hospitals). This 
represents almost 33 percent of all rural 
hospitals in our data base. Of the total 
number of rural hospitals that were 
reclassified. 79 percent (647 hospitals) 
were reclassified for purposes of their 
wage index. Ten percent of rural 
reclassified hospitals were reclassified 
for purposes of their standardized 
amounts and about 11 percent were 
granted reclassification for purposes of 
both their wage index and their 
standardized payment amount. 

Among the 245 hospitals located in 
other urban areas that were reclassified 
for FY 1993, almost 57 percent (140 
hospitals] were reclassified for purposes 
of increasing their wage index value. 
Another 38 percent (89 hospitals) were 
reclassified for purposes of both their 
wage index value and standardized 
amount. The following table shows the 
number (and percentage) of reclassified 
hospitals by their actual geographic 
location. 


Distribution of Reclassified Hospitals 


Georgraphc 

locabon 

Total No. of 
hosfKtais 
reclassified 

Reclassified for both wage index vale 
and standardized amounl 

Reclasstfied for standardized amount 

Reclassrfied for wage index 

Number 

Percent 

Number 

Percent 

Number 

Percertf 

Large Ctotan.... 

t31 

6 

5 

0 

0 

125 

95 

Other Urban_ 

245 

89 

36 

16 

7 

140 

56 

Rural. _ 

820 

93 

11 

80 

10 

647 

79 

Total.. 

1196 

188 

16 

96 

8 

912 

76 


Overall. 76 percent of the reclassified 
hospitals (912 hospitals) were 
reclassified for purposes of their wage 
index value. 8 percent (96 hospitals) 
were reclassified for purposes of their 
standardized amounts, and 16 percent 
(188 hospitals) were reclassified for 
purposes of both their wage index value 
and standardized payment amount. 


We conducted an analysis that shows 
the effects of reclassification on 
payments to redassifted and non- 
reclassified hospitals in FY 1993. This 
analysis is presented in Table IL below. 
This anlysis compares reclassified 
hospital payments for FY 1993 with 
payment levels that assume reclassified 
hospitals are paid on the basis of their 


geographic location rather than 
reclassified location. In this respect, the 
analysis in Table n is comparable to the 
analysis we presented in the August 30. 
1991 final rule (56 FR 43350). 

Table 11 shows the changes in 
payments per case for all FY 1993 
reclassified and nonreclassified 
hospitals in urban and rural locations 
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for each of the three reclassification 
categories. 

As evidenced by the increase in 
payment for reclassified hospitals and 
the decrease in payments for non- 
reclassified hospitals, the el^ects of the 
MGQ^ reclassification decisions are 
significant. The overall impact on 
reclassfied hospitals would be to 
increase their payments per case by an 
average of 4.4 percent for FY1993. 
Hospitals located in rural areas that 
were reclassified for purposes of both 
their wage index value and their 
standardized amount would receive the 
largest percentage increase in payments 
per case. They could expect an average 
increase of nearly 15.1 percent above 
what they would receive without 
reclassification. The 16 hospitals located 
in urban areas that were reclassified for 
purposes of their standardized amounts 
would receive an average decrease in 


payments per case of 0.5 percent 
compared to what they would receive if 
there were no reclassihcations. This 
outcome reflects the effects of the 
budget neutrality adjustment for urban 
hospitals and the reclassification of 
other hospitals from their labor market 
area. Thus, for the hospitals remaining 
in the labor market area after the wage 
index reclassincations, on average the 
decrease in the wage index value for the 
area would be greater than the increase 
in their standardized amount after 
reclassification to a large urban area. 

The reclassification of hospitals 
primarily affects payment to 
nonreclassifed hospitals through 
changes in the wage index and through 
the geographic reclassification budget 
neutrality adjustment required by 
section 1886(d)(8)(D) of the Act. Among 
hospitals that were not reclassifed, the 
overall impact of hospital 


reclassifications would be an average 
decrease in payments per case of about 
1.2 percent. Non-reclassiHed urban 
hospitals (comprising about 61 percent 
of non-reclassiHed hospitals) would 
experience a 1.3 percent decrease in 
payments per case compared to what 
they would receive if there were no 
reclassifications. The 0.2 percent 
increase for nonreclassified rural 
hospitals is largely atttributable to a 
redistribution of outlier payments 
between nonreclassiHed rural hospitals 
and hospitals that are reclassified for 
wage index purposes only. In the 
aggregate, payments to hospitals that 
are receiving the rural standardized 
payment amounts are budget neutral 
(except with respect to wage index only 
reclassifications, which are accounted 
for in the budget neutrality adjustment 
to the urban standardized amount). 


Tabue II.—Effects on Payments Per Case of Geographic Reclassification of Hospitals Under Current Reclassification Policies 



Number of 
hospitals 

(a) 

(b) 

(c) 

Payment per case 
without reclassification* 

Paymerrt per case after 
reclassification 

Percent change In 
payment per case due 
to reclassification only * 

FY 93 reclassifications; 




• 

All reclassifted hospitals... ... 

1,196 

5,009 

5.231 

4.4 

Standardized amount only........._...... 

96 

4,879 

5,003 

2.6 

Wage index only......._____........._ 

912 

5,017 

5,219 

4.0 

Both........... 

188 

5.009 

5,323 

6.3 

All urban reclassified hospitals....... 

376 

5,981 

6,128 

2.5 

Standardized amount only..... 

16 

6,826 

6,791 

-0 5 

Wage index only.......... 

265 

6,163 

6.297 

2.2 

Both........ 

95 

5,427 

5,628 

3.7 

All reclassified rural hospitals............. 

820 

4,004 

4,302 

7.4 

Standardized amount only...... . 

80 

3,683 

3,906 

6.1 

Wage Index only.... 

647 

4.031 

4,293 

6.5 

Both..... 

93 

3,959 

4,555 

15.1 

All nnnreclAfiftifiod hospitAlfl....... 

4.148 

6,003 

5,932 

-1.2 

Urban norH-edasstfied hospitals........ 

2,502 

6,361 

6,279 

-13 

Rural non-reclassified hospitals_______ 

1,646 

3,544 

3.549 

0.2 


' Ttvis column shows payments without regard to any previous MGCRB reclassification decision. This column reflects the fact that reclassifications are in effect 
for only 1 fiscal year. 

* this column only shows the percentage change In payments resulting from decisions of the MGCBB for FY 1993. It does not reflect other changes such as 
outliers. DRG recalit>ratk)n & reclassification or the update. 


Table I shows the impact of changes 
in reclassification status between FY 
1992 and FY 1993. The percentage 
change shown in Column 2 compares 
current payments (that include 
payments to currently reclassified 
hospitals) with payments based on the 
FY 1993 MGCRB decisions. For example, 
for hospitals that were reclassified in FY 
1992, only the di^erence between their 
FY 1992 and FY 1993 payments that is 
attributable to FY 1993 MGCRB 
decisions is shown. For hospitals that 
were reclassified in both FY 1992 and 
FY 1993, the effect of the increased 
number of MGCRB reclassifications 
would be to reduce their payments by 
0.7 percent. Hospitals that were 
reclassified in FY 1993 only would 


experience a 4.1 percent increase in 
payments, while those hospitals that 
were reclassified in FY 1992 but not in 
FY 1993 would experience a 3.6 percent 
reduction in payment as a result of no 
longer being reclassified. Overall 
payments to rural hospitals are expected 
to increase by an average of 0.1 percent. 
However, payments to rural hospitals 
with fewer than 100 beds are projected 
to increase by 0.3 percent, while 
payments to rural hospitals with 200 or 
more beds are expected to decrease by 
0.4 percent. Among urban hospitals, we 
expect hospitals with between 300 and 
499 beds to receive an average decrease 
of 0.2 percent in payments compared 
with FY 1992 payments. 


Among the hospitals receiving special 
payments, rural referral centers are 
expected to benefit the most, receiving 
an average increase of 0.4 percent in 
their payments. However, rural 
disproportionate share hospitals with 
100 or more beds may expect an average 
decrease in payments of 2.8 percent 
compared with current levels. This 
reduction is attributable primarily to a 
few hospitals in this category that were 
reclassified to an urban area in FY 1992 
and received disproportionate share 
payments at the urban rate. Since these 
hospitals were not reclassified to urban 
areas for FY 1993, their payments fall 
dramatically. 
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The geographic analysis by census 
division shows that generally hospitals 
in urban areas are more likely than rural 
hospitals to receive a decrease in 
payments and hospitals located in rural 
areas are, on average, expected to 
receive an increase. However, there are 
notable exceptions in both groups. 

While urban hospitals in the West North 
Central and Mountain census divisions 
are projected to receive decreased 
payments of 0.3 percent hospitals in the 
West South Central census division are 
expected to receive an average increase 
of 0.4 percent Also, rural hospitals in 
the West South Central census division 
can expect an increase of 0.7 percent 
which is the largest increase for the 
census divisions. However, our analysis 
shows that rural hospitals in the South 
Atlantic census division can expect 
average payment reductions of 0.7 
percent the largest decrease of any 
census division. 

The foregoing analysis was based on 
MGCRB and HCFA Administrator 
decisions made by March 30 of this 
year. As previously noted there will be 
changes to some MGCRB decisions 
through the appeals and review process. 
The outcome of these cases may affect 
the final results of our analysis, which 
we will present in the final rule. 

2. Impact of Proposed Guideline 
Changes 

Section 412.230(e) specifies the criteria 
a hospital must meet in order to be 
reclassified from one labor market to an 
adjacent one for purposes of the wage 
index. These criteria are based on 
average hourly wage differences 
between the two areas. As discussed in 
section IV of the preamble to this 
proposed rule, we are proposing an 
additional criterion that would require a 
hospital to demonstrate that its average 
hourly wage was at least 108 percent of 
the average hourly wage for hospitals in 
its current labor market area. The 
proposed guideline would be effective 
for applications Bled by October 1.1992 
that are reviewed by the MGCRB in FY 
1993. They would not affect payment 
until FY 1994. 

Based on the FY 1993 
reclassiBcations. we estimate that under 
the proposed change in the wage 
guideline. 75 percent of the hospitals 
that qualified for reclassification based 
on their wage index values would no 
longer qualify. This includes 79 percent 
of the urban hospitals and 62 percent of 
the rural hospitals that qualified in FY 
1993. The following table shows the 
effect of the proposed change on the 
number of hospitals that would qualify 
for reclassification under the three 
reclassification categories and by urban 


and rural geographic location. 


Distribution of Hospitals by 
RECLASS inCATION STATUS 


Reciassificatjon status 

Actual FY 
1993 
reclassifi¬ 
cation 

Proposed 

change 

Al Hosprtals... ... 

5394 

5394 

AH Reclassified Hospitals. 

Standardized Amount 

1196 

526 

Only.....- 

96 

247 

Wage Index Only_ 

912 

242 

Both... 

AH Nonredassified Hospi¬ 

168 

37 

tals... 

Hospitals Affected by Re¬ 

4146 

4816 

vised Guideline..... 

Changed from Wage 
Index Only to No 


759 

Reciasstfication. 

Changed from Both to 
Standardized 


608 

Amount Only.. 

AN Reclassified Urban 


151 

Hospitals_.....____ 

Standardized Amount 

376 

143 

Only- 

16 

105 

Wage Index Ortly.. 

265 

32 

Both-- 

AN Nonredassified Urban 

95 

6 

Hospitals. 

Urban Hospitals Affected 

2502 

2735 

by Revised Guideline- 

Chartged from Wage 
index Only to No 


322 

Reciassification. 

Changed from Both to 
Standardized 


233 

Amount Only-- 

AH Redassified Rural Hos¬ 


69 

pitals... 

Standardized Amount 

820 

363 

Only---- 

60 

142 

Wage Index Only_ 

647 

210 

Both__ 

AN Norvedassified Rural 

93 

31 

Hospitals.... 

Rural Hospitals Affected 

1646 

2083 

by Revised GmdeUne. 

Char^ged from Wage 
Index Only to No 


437 

Redassifx:at>on. 

Changed from Both to 
Startdardfzed 


375 

Amount Only .......... 


62 


For several reasons, it is difficult to 
estimate the impact the proposed 
changes would have on FY 1994 
reclassifications (the year in which 
reclassifications based on the revised 
guidelines would take effect). Our 
estimates are based on the best data 
available. However, there are several 
policy changes that we anticipate will 
occur that will affect our estimates, but 
whose outcome cannot be predicted at 
this point. The following is a partial list 
of expected changes: 

• The revised MSA definitions based 
on the 1990 Census that are expected to 
be effective for FY 1994 are likely to 
have a significant impact on hospital 
classifications. Until the new MSA 
definitions are released and hospitals 


are regrouped based on these 
definitions, the impact on hospital 
reclassifications cannot be determined. 

• As indicated in section IV.C of the 
preamble to this proposed rule, we are 
in the process of evaluating alternative 
methods for defining labor market areas 
and refinements could be implemented 
as early as FY 1994, the year in which 
reclassifications based on the revised 
guidelines would take effect. Any 
refinements to the labor market area 
definitions could significantly affect the 
impact of geographic reclassifications. 

• Beginning in FY 1994, the wage data 
used to develop the wage index %vill be 
updated annually. This change, together 
with revised labor market areas, will 
affect the impact of FY 1994 wage index 
reclassifications and the number of 
hospitals that will qualify for 
reclassification beginning in FY 1995. 

• Wage index reclassifications 
granted by the MGCRB also affect the 
geographic adjustment factor (GAF) 
applied to the capital prospective 
payment system rates. In addition, the 
level of the capital prospective payment 
rate is adjusted to account for any 
additional payments resulting from 
geographic reclassification. Therefore, a 
reduction in the number of 
reclassifications granted by the MGCRB 
as a result of changes in the guidelines 
would result in a corresponding increase 
in the capital prospective payment rate. 

• Finally, beginning in ihf 1995, the 
rural standardized payment amount will 
be eliminated. As a result, payments to 
rural hospitals will also be affected by 
the geographic reclassifications through 
the budget neutrality adjustment. That 
is, the standardized payment amount 
applicable to both urban and rural 
hospitals will be adjusted in order to 
finance the additional payments to 
hospitals that are reclassified by the 
MGCRB. 

D. Effect of Changes in Outlier 
Payments (Columns 3A, B, and C) 

1. Proposed Outlier Policy Changes 

For computational reasons, we 
present in Table L column 3A, the 
impact of increased FY 1993 outlier 
payments compared with estimated FY 
1992 outlier payments before the impact 
of the proposed outlier policy changes, 
which are shown in column 3B. 

However, because of its significance, we 
discuss first the impact of the proposed 
outlier policy changes and then the 
impact of revisions to the outlier 
payment level. 

Under current regulations at 
S 412.82(c), we compute the per diem 
DRG payment amount for day outlier 
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cases by dividii^ the adjusted DRG 
payment amount by the geometric mean 
length of stay for ti^ DRG. We tten 
multiply the per diem amount by a 
marginal cost factor of 60 percent times 
the number of days beyond the outlier 
threshold the patient remains in the 
hospital. As explained in section VJV.1. 
of the preamble to this proposed rule, 
the analysis conducted by the RAND 
Corporation shows that using the 
arithmetic mean length of stay in place 
of the geometric mean length of stay and 
a marginal cost factor of S5 percent 
instead of 60 percent results in more 
appropriate payments for day outlier 
cases and produces both a more 
equitable distribution of payments 
across outlier cases and payments that 
better protect hospitals from losses 
resulting from those cases. 

Since we have made the aggregate 
effect of the change in outlier policy 
budget neutral, there is no overall effect 
on payments under the prospective 
payment system. Similarly, because 
there are separate outlier offsets to the 
urban and rural standardized amounts, 
there is no payment redistribution 
between urban and rural hospitals. Our 
analysis indicates that large hospitals 
(over 500 beds) located in urban areas 
would lose about 0.4 percent in 
payments per case. Also, hospitals 
located in large urban areas would be 
expected to receive a decrease in 
payments of 0.2 percent. On the other 
hand, urban hospitals with fewer than 
100 beds would gain about 0.2 percent. 

Among hospitals receiving special 
payments, hospitals with large teaching 
programs show a loss of 0.6 percent in 
payments per case. Also, hospitals that 
qualify as both sole community and 
rural referral centers are projected to 
lose about 0.2 percent in their payments 
per case. Payments to disproportionate 
share hospitals would be reduced by 0.3 
percent. 

When examined by census division, 
the effects are quite pronounced. Except 
for hospitals in the New England and 
Middle Atlantic divisions, we project 
increases in payments to urban 
hospitals of l^tween a3 and ao percent. 
Urban hospitals in the Middle Atlantic 
and New England census divisions 
would experience decreases in their 
payments of 1.3 and 0.3 percent, 
respectively. For rural hospitals, we find 
a similar though less dramatic pattern of 
redistributive effects. With the 
exception of the Middle Atlantic and 
South Atlantic divisions, the analysis 
shows increased payments ranging from 
0 percent to 0.2 percent The Middle 
Atlantic and South Atlantic census 
divisions are projected to receive 


decreases in payments amounting to 07 
and 0.1 percent, respectively. 

In conclusion, the principal impact of 
the proposed changes in computing day 
outlier payments appears to ^ one of 
redistributing payments from hospitals 
in two of the census divisions to 
hospitals in the other census divisions, 
especially among hospitals located in 
urban areas. 

2. FY 1992 Outlier Payments 

Section 1886(d)(5)(A)(iv) of the Act 
requires that the total amount of 
additional payments made for outlier 
cases in a hscal year may not be less 
than 5 percent nor more than 6 percent 
of the total prospective payments 
estimated to be made for dischaiges in 
that fiscal year. As described in &e 
August 30,1991 final rule (56 FR 43246), 
we established the thresholds for day 
and high cost outliers based on an 
estimate that outlier payments would 
equal 5.1 percent of total prospective 
payments. In addition, we reduced the 
standardized amounts by 5.1 percent for 
the estimated outliers payments. As the 
analysis in section V.AA of the 
preamble to this proposed rule 
describes, we now estimate that FY 1992 
outlier payments will equal 3.6 percent 
of total DRG payments (exclusive of 
indirect teaching and disproportionate 
share payments) and 3.7 percent of total 
payments under the prospective 
payment system for operating costs. The 
average FY 1992 payment that we use in 
analyzing the impact of the proposed FY 
1993 changes reflects the 3.6 percent 
outlier payment level. The outlier 
payment percentage in FY 1993 is 
estimated to be 5.1 percent. Ordinarily, 
we account for the difference between 
the estimated outlier payment 
percentage in the current year and the 
outlier payment percentage for the 
subsequent year in the All Changes 
column of Table I and indicate that we 
have done so in a footnote and a brief 
discussion in the text. However, given 
the magnitude of the difference between 
the estimated FY 1992 outlier payments 
and the 5.1 percent estimated for FY 
1993. we are explicitly displaying the 
increase that will occur in total outlier 
payments in column 3A. This column 
reflects the additional outlier payments 
that we estimate will be made under 
current outlier policy compared to our 
estimate of FY 1992 outlier payments. 

The effect of the difference oetween 
FY 1992 and FY 1993 estimated outlier 
payments would be to increase average 
payments per case, overall, by 1.6 
percent. Among the hospital groupings, 
the effect is the greatest for those 
hospitals that receive a relatively high 
percentage of outlier payments, in terms 


of geographic location, the effect would 
be lar:^ for hospitals located in large 
urban areas—raising payments an 
average of 1.9 percent T^e effect is 
smallest for rural hospitals—raising 
their pa3riDents by 0.7 percent Among 
hospitals that receive additional 
payments or are grouped according to 
certain characteristics, hospitals with 
large teaching programs would receive 
the largest payment incases. The 
increase averages about 2.3 percent. 

The analysis by census division 
shows urban hospitals in the Middle 
Atlantic census division receiving the 
greatest increase in payments. U^an 
hospitals would receive an average 
increase of 2.6 percent and rural 
hospitals would receive an average 
increase of 1.3 percent. Tims, in column 
3C. we see that the net effect of the 
difference between FY 1992 and FY 1993 
estimated payments and the proposed 
outlier policy changes is an increase in 
payments to hospitals in the Middle 
Atlantic census division of 1.3 percent 
for urban hospitals and 0.6 percent for 
rural hospitals, compared to FY 1992 
payments. 

£. Combined Effects of All Changes 
(Column 4) 

In column 4 of Table L we present the 
expected eHects of all proposed changes 
for FY 1993 compared to expected 
payments under policies in effect for FY 
1992. In addition to the changes being 
proposed for DRG weights (presented in 
column 1). the effects of FY 1993 
geographic reclassification decisions 
(presented in column 2), and the changes 
to outlier payments (presented in 
columns 3A. B. and C), we incorporate 
the update factors being proposed for 
hospitals located in url^ and rural 
areas (2.75 percent for urban hospitals 
and 3.75 percent for rural hospitals), the 
phase-out of the Medicare-depend^U 
small rural hospital provision, and 
revisions to the wage index and cost of 
living adjustments. Although we have 
not explicitly analyzed these changes in 
this impact analysis, they are discussed 
in the addendum to the proposed rule 
and in the preamble. As explained in 
our introductory remarks to the 
quantitative analysis aectioa some 
changes cannot be captured because we 
lack either current or complete data. 
There may also be interactive effects 
among the various factors comprising 
the payment system that we are not able 
to isolate. For these reasons, the values 
in column 4 may not equal the sum of 
the previous columns plus the other 
variables we are able to identify. 

At the national level, our simulation of 
the proposed FY 1993 prospective 
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payment rates shows that the average 
payment to hospitals would increase 4.3 
percent Urban hospitals can expect an 
increase of 4.5 percent, with hospitals in 
the large urban areas receiving an 
increase of 4.5 percent and hospitals in 
the other urban areas receiving an 
increase of 4.6 percent. Hospitals in 
rural areas can expect an average 
increase in payments of 3.3 percent. The 
lower increase in rural hospital 
payments is attributable to the phase¬ 
out of the Medicare-dependent small 
rural hospital provision and a smaller 
adjustment for FY 1992 outlier payment 
levels. 

The analysis by census division 
shows that among urban hospitals, those 
in the West South Central census 
division are projected to receive an 
increase in payments per case of 5.6 
percent the largest increase of any 
census division. With the exceptions of 
hospitals in Puerto Rico, other projected 
increases range from 4.2 percent for 
hospitals in the Middle Atlantic division 
to 5.0 for the East South Central census 
division. Hospitals in Puerto Rico are 
projected to receive average increases 
of 3.7 percent 

Among the rural areas, the New 
England census division would receive 
the largest increase in payments per 


case of 4.3 percent. The smallest 
increase is projected for the Middle 
Atlantic census division. Rural hospitals 
in that census division are projected to 
increase 2.0 percent. 

Consistent with our expectations, 
reclassified hospitals would gain the 
most under the policies being proposed 
in this document. Hospitals that are 
being reclassified for the first time in FY 
1993 would receive the largest pa 3 rment 
gains of 8.3 percent, largely as a result of 
an increase of 4.1 percent directly 
attributable to their reclassification. In 
contrast, hospitals that were reclassiHed 
in FY 1992 and will be reclassified again 
in FY 1993 are projected to receive 
average payment increases of 3.4 
percent, which is below the national 
average increase. Hospitals that were 
reclassified in FY 1992 but will not be 
reclassified in FY 1993 can expect 
average increases amounting to only 0.5 
percent. Again, the small increase is due 
largely to the drop in payments of 3.6 
percent as a result of these hospitals not 
being reclassified in FY 1993. 
NonreclassiRed hospitals may expect 
increased payments amounting to about 
4.2 percent. 

Rural hospitals with fewer than 50 
beds are projected to receive a payment 
increase of averaging 2.0 percent, and 


hospitals with from 50 to 99 beds are 
projected to receive average increases 
of 2.8 percent. Both of these hospital 
groups are impacted adversely by the 
phase-out of the Medicare-dependent 
small rural hospital provision. Overall, 
these two groups are estimated to 
experience payment reductions of 4.3 
percent 

Rural, disproportionate share 
hospitals with 100 or more beds would 
receive an average increase of only 1.6 
percent As a group, proprietary 
hospitals are expected to receive a 4.9 
percent Increase. This represents the 
largest gain of any other group. 

Table III presents the projected 
average pa 3 nfnents per case under the 
changes proposed for FY 1993 for urban 
and rural hospitals and for the different 
categories of hospitals shown in Table L 
It compares the projected payments with 
the average estimated per case 
payments that were effective October 1, 
1991. Thus, this table presents, in terms 
of the average dollar amounts paid per 
discharge, the combined effects of the 
changes presented in Table L That is. 
the percentage changes sho%vn in the 
last column of Table 1 equal the 
percentage change in average payments 
from October 1.1991 to October 1,1992. 


Table III— Comparison of Operating Prospective Payments per Case (FY 1992 Payments Compared to Proposed FY 
. 1993 Payments) 


By Geographic Location 

All Hospitals .... 

Large Urban Areas (populations over 1 million)_ 

Other Urban Areas (populations ol 1 million or fewer). 

Rural Areas... 

Urban Hospitals....... 

0-99 beds........ 

10(y-199beds_____ 

200-299 beds___ 

300-499 beds__ 

500 or more beds_____ 

Rural Hospitals_________ 

0-49 beds________ 

50-99 beds_____ 

100-149 beds...„______ 

150-199 beds__ 

200 or more beds.....______ 

Urban by Region 

New Englarxf.......... 

Middle Atlantic...... 

South Atlantic_____ 

East North Central...... 

East South Central...... 

West North Central___ 

West South Central....... 

Mountain............ 

Pacific.......... 

Puerto Rico______ 

Rural by Region 

New England_____ 

Middle Atlantic.. . . 

South Atlantic.... , . . ... 

East North Central_______ 


Number of 
hospitals 


5.394 

1,467 

1,411 

2,516 

^878 

670 

859 

614 

536 

199 

^516 

1,239 

767 

264 

128 

116 

172 

460 

418 

475 

168 

183 

352 

110 

492 

46 

57 

93 

343 

346 


Average FY 
1992 

payments/ 

case 


5,525 

6.498 

5,436 

3,839 

5,986 

4,245 

5,104 

5,544 

6,222 

7,692 

3.839 
3,197 
3,530 
3.970 
4,038 
4,633 

6,327 

6,557 

5,687 

5.840 
5,187 
5,825 
5.433 
5,892 
6.781 
2,286 

4.550 

4,224 

4.026 

3,859 


Average FY 
1993 

payments/ 

case 


5.765 

6.787 

5.668 

3,965 

6,267 

4.415 

5,331 

5,601 

6,501 

8.049 

3,965 

3,262 

3.629 

4.110 

4,209 

4,811 

6,598 

6.833 

5,964 

6,089 

5.444 

6.073 

5,738 

6,165 

7,076 

2,371 

4,745 

4.368 

4.161 

3,981 


All changes' 


4.3 
4.5 
46 

3.3 

4.5 
4.0 

4.4 

4.6 

4.5 

4.6 
3.3 
2.0 
2.8 

3.5 

4.2 
3.8 

4.3 

4.2 
49 
43 
5.0 

4.3 

5.6 

4.6 

4.4 

3.7 

4.3 
2.0 

3.4 
3.2 
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Table III— Comparison Of Operating Prospective Payments per Case (FY 1992 Payments Compared to Proposed FY 

1993 Payments)— Continued 








Numby of 
hospitals 

Average FY 

1992 

payments/ 

case 

Average FY 

1903 

payments/ 

caaa 

Al Changes’ 

EMI South riAnlnii .. .. .. . . .. 

298 

a443 

3.568 

3.6 

Wa«t Nnrih CmriinA ____ 

564 

3.567 

3.498 

3.647 

^6 

WfHd Smith CAntriil..,... .____ 

401 

3.610 

3.5 

MmintAin__ . ,.... .. ..... 

241 

4.093 

4.260 

4.1 

PsrHb* 

166 

4.606 

1.560 

5.525 

4.799 

1.615 

4.2 

Puerto flk»....... -_ _^_ 

7 

3.7 

AS Hospital. .. ..T.. ,r _ __ 


5.766 

4.3 

large Urban A*«e* fpnpiWtHnne ftvWT 1 . .... 

1^19 

1.480 

2^ 

6.382 

6.374 

6,672 

5.617 

4.5 

Othw Urban Areas (pofMalions of t million or fawad.^. .... 

4.6 

Rijrei Areas...- ... ........ 

3.793 

3.909 

31 

Status. ....... . 

Non.tAeching. . .. ...—__^ 

4.166 

4.599 

4.794 

4.2 

Raskfenl/bad ratio 

Lesfi than 0.2S.,.,.. .-.-.. 

968 

5.949 

6.212 

4.4 

Reskfont/bed ratio 0,25 Of greater . . 

239 

0.297 

5.006 

9.717 

4.5 

Disproportlonato Share Hoepitalt (DSH) 

Ncm-OSM. . .. -- 

3.792 

5.222 

4J3 

Ibtian riRM 

100 herfa or mpia.r.,. .-.-. 

1.133 

95 

6.650 

6^047 

4JS 

Fewer than mn harta ... 

4.073 

4,230 

3.9 

R^rei OSH_ , .. .- . 

Soto community fSCH)... - - -__ _ ___ 

95 

3.688 

3J814 

3.4 

Retorrfil centers (RRQ- -- - - - —^ 

44 

4.480 

4.667 

3.7 

ryttliv nirel n5b-l hrMpHaki . ........ ... 


100 Bads or yprs .TT-t..„-r-rTT.,—. t.it-,-—....._,______ 

62 

3.505 

3.562 

1.6 

THam tnn _ _ _ 

173 

3.020 

7,427 

6.049 

5.263 

3,112 

7,758 

6,320 

5,501 

3.0 

Urban Teaching and OSH 

Rnth Taarhing arv« _ 

605 

4.5 

Taarhing and Nn flRH .............. . 

516 

4.5 

No TaerhinQ and ......... 

623 

4.5 

Nn Taarhk^ and ISk) n5tH ,_..... ..„.. .. .. . .. 

1.365 

4,879 

6,110 

4.7 

Rural hospital Types 

Non Special Status Hospitals...-. 

1.010 

3.366 

3,482 

3.5 

RRC., ...-r--.-.. 

179 

4.401 

4.591 

4,008 

4.3 


532 

3.849 

4.1 

_________._... . 

LlAdirarAJ’)ApAndAnl Hnapitaia (MDH) .. ..... .... 

515 

3.323 

.3,182 

-4.3 

SCH and RRC_ _ _ _ _ _ .. _ .. 

45 

4,674 

4,874 

3.880 

4.3 

STH nr MOH............... 

1.092 

3.819 

4.866 

1.6 

Hospitals Reclassified by the Medicare 

Geographic CtoasiicatKto Review Board 

Reclassification Status During FY 92 arto FY 03 

RectoeW^Mf rk^rinQ hotn FY fp and FY IKI - - _ 

847 

5,032 

3.4 

Reclassified during FY 93 only..,,,.,.........._____ 

349 

5.236 

5.673 

8.3 

Reclassified during FY 92 only.-...,____................. 

82 

4.502 

4.526 

0.5 

FY 93 Reclassifications 

All Reclassified Hospitals.-... .... 

1,196 

4.982 

6.231 

5.0 

All Nonreclassified Ho^xtals....... 

4.146 

5.894 

5.932 

4.2 

All llfhen RarioMdUid Hnapiteia - -.-.-...-.-. 

376 

5.800 

6,128 

5.7 

Urhan NonraHentMnd Hoftpiteto - —.-.-... 

2.502 

6,018 

6.279 

4.3 

All Reclassified Rural Hospitals___.............._—__—-- 

820 

4.136 

4.302 

4.0 

Rural NnnraHa^aiaad Hnapdnla . .. . . _ 

1.646 

3,472 

3.549 

Z2 

Other Reclassified Hospitals 

(Sartmn ISOAfOKniR)) .. . 

50 

4,288 

4,463 

4.1 

Type of Ownership 

Vnlitntary _ ,. ..... 

3.188 

5,670 

6,015 

4.3 

Pmprialary . .... .. . 

749 

5,134 

6,384 

4.9 

OOMOmmont.,... . _...r-,-.. 

1.457 

5,093 

6,300 

A1 

Medicare utilization as a percent of Inpabeni days 

277 

7.141 

7>I71 

4.6 

. , . . .. . - 

1.934 

6.096 

6,376 

4.6 

,, ..... ■ -■ 

•iTiM . . .. ... _ _ __ . . . 

2.213 

4,986 

5.201 

4.3 

nwAr AA _ __ _ _ __. .... 

727 

4.554 

4.686 

29 




* Percentage changes shown ki the csolumn are laiien from Tabfe I. coKimn 4. Because the doNar amounts shown ki this table are rounded to the near est whole 
doliar. percentage chariges computed on the basts of these amounts will dilter slightfy from those presented in the last column of Table L 


VH. Impact of Changes in the Capital 
Prospective Payment System 

A. General Considerations 

Any impact analysis of payment 
changes for capital-related costs is 
limited by our ability to develop 


meaningful proiections of new capital 
investment. Our principal constraint is 
the lack of kospital-sp^Sc data on 
future hospital capital investments. The 
lack of hospital-specific data limits our 
impact analysts in the following ways; 


• Ma}or investment in hospital capital 
assets (for example in building and 
major ^ed equipment) occurs at 
irregular intervals. As a result^ there can 
be signiHcant variation in the growth 
rates of Medicare capital-related costs 
per case among hospitals. We do not 
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have the necessary hospital-specific 
budget data to project the individual 
hospital capital growth rates. Since our 
projection of capital-related costs could 
be very Inaccurate for undividual 
hospitals, a cross-sectional hnpact 
analysis using the usual prospective 
payment system hospital groupings (for 
example, urban or rural, teaching or 
nonteaching, etc.) that rely on individual 
hospital projections from prior cost 
reports may not be representative of the 
impact of the FY1993 proposed changes 
in the capital prospective payment 
system. 

• Moreover, our policy of recognizing 
certain obligated capital as old capital 
complicates the probletn of projecting 
future capital-related costs for 
individual hospitals. With the proposed 
changes we are making to 6 41Z.302(ck a 
hospital will have until the later of 
October 1.1992 or 90 days after the 
beginning of the hospital's first cost 
reporting period under the capital 
prospective payment system to notify its 
intermediary that it has obligated 
capital The intermediary ivill have one 
year from the notification date to make 
its determination as to whether the 
obligated capital will qualify as old 
capital Therefore, we will not know 
actual obligated capital commitments in 
lime to be used In the FY 1993 capital 
cost projections. Without knowing what 
proportton of an individual hospital's 
future capital spending will quah^ as 
old capital we cannot accurately project 
how the hospital will be affected by the 
transition payment policies. 

• A meaningful cross-sectional 
analysis of the capital prospective 
payment system wooki have to control 
for the two transitional payment 
methods implemented in the final rule 
(the hold-harmless method and the fully 
prospective payment methods) and 
accurately freest FY 1993 asset 
acquisitions and disposals. 

Because we will not have complete 
data reports from our payment systems 
and cannot accurately predict an 
individual hoepitafa FY 1993 capital- 
related costs, we cannot determine with 
any certainty the proportion of hospitals 
within a hospital grouping that will 
qualify for payment under the hold- 
harmless payment method or under the 
fully prospective payment method. A 
cross-sectional analysis that includes all 
hospitals without distinguishing 
between the payment metfaodologtes 
and asset changes will not fully or 


accurately present the redistributive 
effects that are expected to occur 
between "hold-harmless" hospitals and 
‘Yuliy prospective" hospitals. To present 
these effects, we use the results of our 
proposed FY 1993 actuarial model that 
distinguishes between high capital cost 
and low capital cost hospitals only. The 
cross-sectional analysis described later 
in this impact analysis is intended to 
provide only a sense of the distribution 
of the transition payment methodologies 
across hospital groupings from the 
provider spedfic Die used to make 
interim capital payments. We alsb 
present the eff^ of changes on the 
adjusted Federal rate across hospital 
groupings assuming payments were 
based on 100 percent of the Federal rate. 

B. Projected Impact Based on the 
Proposed FY 1993 Actuofial Mode! 

t. Assumptions 

Based on the above considerations, 
our approach to the impact analysis in 
this proposed rule is similar to the 
approach we took fti August 30.1991 
final rule (56 FR 43425). In the final rule, 
we used an actuarial model to project 
individual hospital capital growth rales 
for budget neutrality purposes and to 
estimate the impact of implementing the 
capital prospective payment 
methodology. In this impact analysis, we 
contirme to model dynamicaily the 
impact of the capital prospective 
payment system from FY 1992 through 
FY 1993 ttsiiig an achtarial model. The 
proposed FY 1993 actuarial model 
described in Appendix B of this Federal 
Register document, integrates actual 
data from individual hospitals with 
randomly generated amounts devekiped 
from the results of the capital 
acquisition model used in the August 30, 
1992 final rule. We have available more 
recent capital cost data from cost 
reports beginning in FY 1989 and FY 
1990 throu^ the Hospital Cost 
Reporting information System (HCRiS). 
mterim payment data for hospitals 
already receiving capita! prospective 
payments throu^ PRICER, and limited 
capital audit data from intermediary 
reports. However, we do not have 
individual hospital data on old capital 
changes, new capital formation, and 
obligated capital Because we can 
combine actual data for fndfvidual 
hospitals with the results from the 
capital acquisition model we need to 
generate only the old and new capital 
changes and obligated capital randomly. 


All Federal rate payment parameters, 
which were randomly assigned by the 
capital acquisition model in the FY 1992 
rule, are assigned in the FY 1993 
model to the applicable hospital. 

For purposes of this hnpact anafysis, 
the FY 1993 actuarial model ixvdudes the 
following assumptions: 

• Medicare inpatient capital costs per 
discharge will increase at the following 
rates during these periods: 


Fiscal year 

Awerage percentaga 
increase in capital costa 
per discharge 

1992_ 

9.10 

1993 ..... 

10.07 


• The Medicare case mix index will 
increase by 2 perce n t annually. 

• The Federal capital rate as well as 
the hospital-specific rate will be 
updated by the two year moving 
average increase in Medicare capital 
costs per case, net of case mix change 
increase, between FY 1988 and FY 1990. 
The FY 1993 update is 3.76 percent (see 
Addendum, Part HI). 

• Consistent with the budget 
neutrality constraints provided in 
section 40(n(b) of Public Law 101-508, 
aggregate Medicare payments for capital 
costs in FY 1993 will equal 90 percent of 
total Medicare inpatient capital costs. 
The budget neutrality adjustment factor 
will be applied to the Federal and 
hospital-specific rates only and not to 
the hold-harmless payment for old 
capital 

2. Results 

We have used the actuarial model to 
estimate the change in payment for 
capital-related costa fr^ FY 1992 to FY 
1993. To show the effect of the capital 
prospective payment system on low 
capital cost hospitals and high capital 
cost hospitals, we are presenting in 
Table IV the results of our simulation 
separately for low capital cost and high 
capital cost hospitals. We consider a 
hospital to be a low capital cost hospital 
if, based on a comparison of its imtiai 
hospital-specinc rate and the apphcable 
Federal rate, it will be paid under the 
fully prospective payment methodology. 
A high cost hospital is a hospital that, 
based on its initial hospital-specific rate, 
will be paid under the hold-harmless 
payment methodology. Based on our 
actuarial model the breakdown of 
hospitaU is as foliowa: 
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Capital Transidon Payment Methodology 


Type Of hospftai 

Percent of 
hospitals 

FY 1993 
percent of^ 
discharges 

FY 1993 
percent of 
capital costs 

FY 1993 
percent of 
capital 
payments 

Low cost hospital..... 

64 

56 

40 

45 

High cost hospital. . . 

36 

42 

60 

55 


A low cost hospital may request to 
have its hospital-specific rate 
redetermined based on old capital costs 
in the current year through the later of 
the hospital's cost reporting period 
beginning in FY1994 or the first cost 
reporting period beginning after 
obligated capital comes into use. If the 
redetermined hospital-specific rate is 


greater than the adjusted Federal rate, 
these hospitals will be paid under the 
hold-hamdess payment methodology. 
Regardless of whether the hospital 
would become a hold-harmless payment 
hospital as a result of a redetermination 
in FY 1992 or FY 1993, we have 
continued to show these hospitals as 
low cost hospitals in Table IV. The 


following table shows our estimate of 
the percentage of low capital cost 
hospitals that would be paid under the 
hold-harmless payment methodology 
through a hospital-specific rate 
redetermination and the basis of their 
payment under hold-harmless payment 
methodology: 


Ftscal year 

Percent of low cost fully 
prospectn^ hospitals that 
qualify as hold-harmless 

Of these, percent that are paid 

100% federal 
rate 

Hold-harmless 

1992 .«....... 

0.7 

19 

81 

1993. .... . 

07 

5 

95 




Assuming no behavioral changes in 
capital expenditures. Table IV displays 


the percentage in payments from FY 
1992 to FY 1993 using the above 


described actuarial model. 


Table IV.—NPRM Capital Budget Neutrality for FY 1993-1995 

(impact of Proposed Changes for FY 1993 on Capital Payments per Discharge] 



No. of 
hospitals 

Discharges 

Adjusted 

Federal 

payment 

Average 

Federal 

percent 

Hosiptal 

Specific 

payment 

Hold* 

harmless 

payment 

Excep¬ 

tions 

payment 

Total 

payment 

Percent 

change 

FY 1992 Paymerrts Per Discharge 

Low Cost Hospitals......__ 

Fully Prospective........... 

3.229 

2.975 

233 

4 

17 

1.828 

659 

1,169 

5.532,338 

5,253,721 

257,167 

6,086 

15,364 

3,997,419 

1,618,627 

2.378.792 

$63.68 

63.60 

55.36 

463.21 

69.82 

326.13 

671.59 

91.07 

10.08 

10.00 

10.00 

100.00 

14.79 

50.15 

100.00 

$405.26 

410.11 

340.08 

$1.61 

$2.22 

1.99 

6.20 

$472.77 

475.71 

401.64 

483.21 

662.25 

610.50 

709.38 

879.31 


Retese— Fully Prospective..... ... 

Rebase—100% Federal Rate.............._ 



RehAxa —Hold HanniMia.... 


57a93* 

464.79 

19.59 

37.79 

7.20 


High Cost Hospitals................_...... 



100% Federal Rate..... 



Hold Harmless____ 

1432 

.... 

781.05 


Total Hospitals______ 

5,057 

9,529,757 

173.77 

27.18 

235 27 

195.90 

9.50 

614.44 



FY 1993 Payments Per Discharge 


t ruMi . ^ ^ 

3229 

5,532,338 

131.88 

20.04 

371.83 

1.99 

6.68 

512.39 

8.38 

Fulfy Prospective..... 

2!975 

5,2531721 

132.55 

20.00 

376.28 

5.36 

514.19 

609 

Rebase—Fully Prospective.... 

233 

257,167 

115.32 

20.00 

311.92 


33.43 

460.67 

14.70 

Rebase—100% Federal Rate. 

1 

820 

391.02 

100.00 


391.02 

-15.59 

Rebase—Hold Harmless.. . 

20 

20,630 

156.83 

30.65 


534.61 

10.65 

702.30 

6.05 

High Cost Hospitals.. . 

1,828 

3.997,419 

396.64 

57.63 


434.60 

35.12 

866.57 

6.92 

100% Federal Rale____ 

703 

1.713,592 

700.60 

100.00 


54.25 

754.85 

6.41 

Hold Harmless...... 

1,125 

2.283,827 

168.58 

24.83 


ToLiT 

20.77 

950.39 

8.08 

Total Hospitals....,,...—____ 

5,057 

9,529.757 

242.94 

36.22 

215.86 

183.54 

18.61 

660.95 

7.57 


Under section 1886(g)(1) of the Act. 
aggregate payments under the capital 
prospective payment system for ¥Y 1992 
through 1995 are to equal 90 percent of 
what would have been payable on a 
reasonable cost basis in each year, 
respectively, (See Addendum, Part 111 for 


a full discussion of the budget neutrality 
provision.) We project that in FY 1992 
aggregate payments under the capital 
prospective payment system are 2.1 
percent higher than 90 percent of 
reasonable costs. To achieve budget 
neutrality in FY 1993, we estimate there 


would be an aggregate 7.6 percent 
increase in Medicare capital payments 
over the FY 1992 payments. 

We project that low capital cost 
hospitals paid under the fully 
prospective payment methodology will 
experience an average case-weighted 
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increase in payments of 8.4 percent and 
high capital cost hospitals will 
experience an average increase of 6.9 
percent. 

For hospitals paid under the fully 
prospective payment methodology, the 
Federal rate pa 3 rment percentage wilt 
increase from 10 percent to 20 percent 
and the hospital-specific rate payment 
percentage will decrease from 90 to 80 
percent in FY1993. 

The Federal rate payment percentage 
for a hospital paid under the hold- 
harmless payment methodology is based 
on the hospital’s ratio of new capital 
costs to total capital costs. The average 
Federal rate payment percentage for 
those hospit^ receiving a bold- 
harmless pajrment for capital will 
increase from 14.3 percent to 24.8 
percent We estimate the percentage of 
hold-harmless hospitab paid based on 
100 percent of the Federal rate will 
increase from 36 to 38 percent. 

We are proposing no changes in our 
exceptions poficies in FY 1993. As a 
result the minimum payment levels 
would be: 

• 90 perceol for sole community 
hospitals; 

Table V.—Distributiohby Method of 


• 60 percent for urban hospitals with 
100 or beds and a disproportionate share 
patient percentage of 20.2 percent or 
more: or, 

• 70 percent for all other hospitals. 

We estimate that there will be a 96 

percent increase in exceptions payments 
in FY 1993. The projected distribution of 
the payments is sho%vn in the table 
below: 


Estimated FY 1993 Exceptioms 
Payments' 


Type Of hospital 

No. of 
hospitals 

Percent of 
exceptions 
payments 

tow Capttai Coat 

204 

20.6 

High Caprtai Cost 

316 

702 

Total_ 

520 

100.0 


C. Cross-Sectiona! Comparison of 
Capital Prospective Payment 
Methodologies 

1. Introduction 

Table V presents a cross-sectional 
summary of hospital by capital 
prospective payment methodology. This 


distribution » not generated by our 
actuarial model. Rather, it is based on 
the December 31« 1991 update of the 
Provider-Specific File used by 
intermediaries to make interim capital 
payments using the PRICER program. 
The payment methodology distribution 
is based on 2.477 hospitals for which 
capital data are available on file. It is 
important to note in reviewing the data 
presented in Table V that we have 
interim capital payment data from our 
Hospital Specific File for only 44 percent 
of the hospitals. The data are not fully 
representative of the payment 
methodologies that will be applicable to 
the full set of hospitals. For example, the 
reporting cycle for the higher capital 
intensity teaching hospital group is 
generally later in the Federal fiscal year 
and would be expected to alter the 
proportions of hospitals in the categories 
shown. These hospital groups should be 
more adequately represent^ in the 
impact analysis presented in the final 
rule. 


Payment (Hold-Harmless/Fully Prospective) of Hospitals Receiving Capital 
Payments 





(3) Hold-harmless 

K> 


. (1) Total 

No. of 
hospdals 

. (2) No. of 
hospitals 
reporting 

Percentage 

paidhold' 

harmless 

(A) 

Percentage 
paid fully 
federal (u) 

Percentage 

paidlully 

proapeciwe 

cate 


By Geographic Locatloo 


AS hosprtala........_.................. 

Large urban areas (populatioos over 1 rmlMon).... 

Other urban areas (populations ot I million or fewer).. 

Rural areas.. 

Urban hospitals... 

0-99 beds_ 

100-199 beds... 

200-299 beds....... 

300-499 beds____ 

500 or more beds............_ 

Riiral hospitals_................ 

0-49 beds.™._ 

50-90 beds.... 

100-149 beds____ 

150-199 beds... .. 

200 or more beds__ 



5.394 

2.477 

17.2 

13.3 

69.5 

1,467 

677 

23.5 

17.4 

591 

1.411 

589 

20.9 

t 19.9 

503 

2516 

1 1.211 

1 12.0 

7B 

603 

2.878 

1266 

i 223 

18.S 

592 

670 

286 

17.8 

, 162 

64.0 

859 

! 391 

26.0 

20.5 

52.7 

614 

291 

230 

182 

566 

536 

218 

206 

! 17.0 

624 

199 

80 

t7.S 

! 16.3 

66.3 

2516 

1211 

120 

f 7.6 

80.3 

1.230 

594 

7.4 

4.4 

862 

767 

364 

146 

9.6 

758 

264 

132 

205 

’ 121 

674 

126 

) 62 

tet 

1 11,3 

1 726 

116 

I 58 

190 

172 

638 


By Region 
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Table V.—Distribution by Method of Payment (Hold-Habmless/Fully Prospective) of Hospitals Receiving Capital 

Payments— Continued 



(1) Total 

No . of 
hospitals 

(2) No. Of 
hospitals 
reporting 

(3) Hold-harmless 

(4) 

Percentage 
paid fully 
prospective 
rate 

Percentage 
paid hd^ 
harmless 
(A) 

Percentage 
paidfuHy 
federal (B) 

Middle Atlantic .... 

83 

1 

0.0 

0.0 

100.0 

South Atlantic........ . ... .... 

343 

182 

18.7 

9.3 

72.0 

East North (^tral___ 

346 

182 

7.7 

1^1 

802 

East South Central____ 

296 

134 

14.9 

9.0 

76.1 

West North Central.................... 

564 

273 

5.1 

2.8 

923 

West South Central___________ 

401 

159 

21.4 

13.2 

654 

Mountain . . .... 

241 

178 

12.9 

3.9 

83.1 

Pacific . ,..... 

166 

68 

5.9 

5.9 

88.2 

Puerto Rico...______ 

7 

1 

6.0 

0.0 

100.0 


By Payment Ctassification 


All Hospitals..... 

Large urban areas (populations over 1 rmthon) _ 

Other urban areas (populations of 1 million or fewer).. 

Rural areas............. 

Teaching status: 

Non-teaching _________ 

Resident/bed ratio less than 0.25...... 

Resident/bed ratio 0.25 or greater........_ 

Disproportionate share hospitals (OSH)..,...... 


Non-DSH rural... 

Non-DSH urban______ 

Urban DSH, 100 beds or more.... 

Rural Hospital Types: 

Non special status hospitals..... 

RRC. 

Medicare-deperxient hospitals (MDH)..__ 

SCH and RRC................ 

SCH or MDH........ 

Type of Ownership 

Voluntary___________ 

Government________ 


Medicare Utilization as a Percent of inpatient Days: 

0-25......... 

25-50.......;. 

50-65.;....... 

Over 65___________ 



5,394 

Z,A77 

17.2 

13.3 

69.5 

1,819 

775 

22.7 

18.5 

58.8 

1,480 

609 

21.0 

17.7 

61.2 

2,295 

1,093 

11.3 

7.1 

81.6 

4.186 

1,968 

18.1 

12.5 

89.4 

968 

427 

14.8 

15.5 

69.8 

239 

81 

9.9 

21.0 

69.1 

2,295 

1,093 

iia 

7.1 

81.6 

652 

376 

16.6 

17.3 

64 1 

2,247 

1,008 

23.2 

165 

58.3 

1,010 

468 

9.6 

8.8 

81.6 

179 

88 

20.5 

17.0 

62.5 

532 

282 

13.5 

4.3 

82.3 

515 

226 

6.6 

3.1 

90.3 

45 

22 

22.7 

9.1 

68.2 

1,092 

530 

10.9 

4.0 

85.1 

3,188 

1,528 

16.2 

15.2 

68.6 

749 

251 

42.6 

18.3 

39.0 

1,457 

698 

10.3 

7.3 

824 

277 

119 

20.2 

14.3 

65.5 

1,934 

951 

18.2 

15.8 

662 

2,213 

1,030 

16.9 

11.6 

71.6 

727 

295 

13.2 

8.5 

783 


In Table V, we are presenting the 
distribution of the capital payment 
methodologies for teaching hospitals in 
terms of the resident-to-bed ratio 
specifically so that readers may 
compare these analyses with those for 
the prospective payment system for 
operating costs. Also, we have not yet 
developed a break point for 
distinguishing heavy teaching 
involvement from light teaching 
involvement using the resident-to* 
average-daily-census ratio that is 
comparable to the break point 
developed for the resident-to-bed ratio 
(resident-to-bed ratios less than .25 or 
ratios equal to or greater than .25). 
Although we are dassifying teaching 
hospitals according to their resident-to- 
bed ratio for display purposes, for our 
Federal rate payment simulations, we 
have computed the indirect medical 
education adjustment factor using the 
ratio of resident-to-average-daily- 
census. 


2. Distribution of Hospitals by Payment 
Methodology 

The cross-sectional distribution of 
hospital by payment methodology is 
provided by: (1) Geographic location. (2) 
region, and (3) payment classification. 
This provides an indication of what 
percentage of hospitals within a 
particular hospital groupings will be 
paid under the fully prospective 
payment methodology and under the 
hold-harmless methodology. The 
information is based on the 2.477 
hospitals with interim capital payment 
data on the December 31,1991 Provider 
Specific File. Since the data are based 
on 44 percent of hospitals, the 
distribution does not match the 
projections in our actuarial model. We 
expect that as additional hospitals 
become subject to the capital 
prospective payment system later in FY 
1992, the percentage of hospitals paid 


under the hold-harmless methodology 
will increase from 30 to 36 percent. 

The distribution of hospitals by 
capital payment methodology is 
generally consistent with the 
distribution of low and high capital cost 
hospitals in the August 30.1992 final 
rule. As expected, a relatively higher 
percentage of rural and governmental 
hospitals are being paid on the fully 
prospective payment methodology. This 
is a reflection of their lower than 
average capital costs per case. More 
than 80 percent of these hospitals would 
be paid under the fully prospective 
payment methodology compared to an 
average of 60 percent of hospitals with 
reported data. In contrast, only 39 
percent of the proprietary hospitals with 
reported data are being paid under the 
fully prospective payment methodology. 
This is the only group of hospitals that is 
expected to have a majority of hospitals 
paid under the hold harmless 
methodology. As we noted in the August 
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30,1991 final regulations (56 FR 43430], 
we found that about 62.7 percent of 
proprietary hospitals have a capital cost 
per case above the national average cost 
per case. 

3. Federal Rate Payment Simulations. 

To estimate the potential impact of 
our proposed changes for FY 1993 on 
payments based solely on the Federal 
rate, we simulated payments under the 
FY 1992 Federal rate and our proposed 
FY 1993 Federal rate using a universe of 
5.394 hospitals. The individual hospital 
payment parameters are taken from the 
best available data, including: FY 1991 
MEDPAR bills, the December 31,1991 
update to the Provider-Specific File, and 
cost report data for cost reporting 
periods beginning in FY 1990. Table VI 
presents a comparison of payments per 
case for FY 1992 and FY 1993 based on 
100 percent of the Federal rate. The 
comparisons are provided by: (1) 
Geographic location, (2) payment 
classification, and (3) payment region. 

The simulation results show that, on 
average. Federal rate payments per 
case, exclusive of any change in the 
Federal rate payment percentage, can be 
expected to increase by 2.0 percent. This 
increase results from the combined 
effects of: (1) The proposed 3.76 percent 
annual update, (2) a 1.7 percent increase 
due to the change in the outlier offset 
and the increase in outlier payments. (3) 
a 1.0 percent decrease due to the budget 
neutrality reduction for changes in the 
wage index and DRG weights. (4) a 2.07 


percent decrease for exceptions, and (5) 
a 0.4 percent increase in the budget 
neutrality reduction. 

The distributional effects of the 
changes in Federal rate payments 
primarily result from DRG recalibration, 
changes in the geographic adjustment 
factor (including both wage index 
corrections and geographic 
reclassifications), and changes in the 
outlier payment policy. The increase in 
payments per case will be larger for 
urban hospitals (2.1 percent) than for 
rural hospitals (1.4 percent). We believe 
that this difference is due to the fact that 
the increase in outlier payments relative 
to FY 1992 outlier payments and the 
DRG classification changes have a 
predominantly urban effect. 

Sole community hospitals realize a 
smaller increase (0.5 percent) than any 
other payment classification. This is 
probably due to the fact that they will 
realize a smaller gain from the increase 
in the outlier payments compared to FY 
1992 levels because they tend to have 
fewer outlier cases. 

Section 1886(d)(10) of the Act 
established the Medicare Geographic 
Classification Review board (MGCRB). 
Fiscal year 1992 is the first year that 
hospitals were reclassified as a result of 
decisions by the MGCRB. Hospitals may 
apply for reclassification for the purpose 
of obtaining a higher wage index value, 
standardized payment amount or both a 
higher standardized payment amount 
and wage index value. Although there is 
no difference with respect to the Federal 


capital rate, a hospital's geographic 
classification for purposes of the 
operating standardized amount does 
affect a hospital's capital payments as 
result of the large urban adjustment 
factor. Reclassification for wage index 
purposes affects the geographic 
adjustment factor since it is constructed 
from the hospital wage index. 

To present the effects of the hospitals 
being reclassified for FY 1993 compared 
to FY 1992, we show the average Federal 
Rate payment percentage increase for 
hospitals reclassified in each fiscal year 
and in total. For FY 1993 
reclassifications, we are indicating those 
hospitals reclassified for standardized 
amount purposes only, for wage index 
purposes only and for both factors. The 
reclassified groups are compared to all 
other nonreclassified hospitals. These 
categories are further identified by 
urban and rural designation. 

Hospitals reclassified by the Medicare 
Geographic Classification Board during 
FY 1993 only can be expected to realize 
a much larger increase (5.5 percent) than 
other hospitals. Similarly, hospitals 
reclassified during FY 1992 only do 
much worse in FY 1993 (a 0.9 percent 
decrease) than other hospitals as they 
lose the higher payments from their 
geographic reclassification during FY 
1992, 

By region, the significantly greater 
gain of urban hospitals in the West 
South Central region (3.5 percent 
increase) is probably due to geographic 
reclassifications. 


Table V1-Comparison of Federal Rate Payments Per Case 

[FY 1692 Payments Compared to Proposed FY 1993 Payments Based on 100% Federal Rate] 


Number of 
hospitals 

Average FY 
1992 

payments/ 

case 

Average FY 
1993 

payments/ 

case 

All changes 

5.394 

631 

644 

2.0 

1,467 

735 

750 

2.0 

1,411 

625 

638 

2.2 

2,516 

447 

454 

1.4 

2.878 

682 

696 

2.1 

670 

503 

512 

1.8 

859 

596 

609 

2.2 

614 

644 

658 

2.2 

536 

708 

722 

1.9 

199 

638 

856 

21 

0 

0 

0 

0.0 

2,516 

447 

454 

1.4 

1,239 

375 

377 

0.6 

767 

416 

420 

1.1 

264 

465 

472 

15 

128 

472 

480 

1.7 

116 

528 

539 

2.0 

2 

564 

574 

1.7 

172 

711 

721 

14 

460 

731 

734 

1.7 

418 

656 

673 

“ 27 

475 

665 

676 

1.7 

168 

593 

609 

2.7 


By Geographc Location: 

All Hospitals..... 

Large Urtxan Areas (populations over 1 million). 

Other Urtian Areas (populations of 1 miNion or fewer).. 

Rural Areas....... 

Urban Hospitals...... 

0-99 Beds.___ 


100-199 Beds.... 
200-299 Beds.... 


300-499 Beds_ 

500 or more Beds... 

Unknown... 

Rural Hospitals... 

0-49 Beds..... 

50-99 Beds... 

100-149 Beds___ 

150-199 Beds_ 


200 or more Beds_... 

Unknown.. 

Urban by Region... 

New Englar>d.. 

Middle Atlantic.... 

South Atlantic_«.... 

East North Central.. 

East South Central...M. 
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Table Vl-Ck}MPARisoN of Federal Rate Payments Per Case—C ontinued 

(FY 1992 Payments Compared 10 Proposed FY 1993 Payments Based on 100% Federal Ratel 



Number of 
hospitals 

Average FY 
1992 

payments/ 

case 

Average FY 
1993 

payments/ 

case 

All changes 

WmI Nnrth CAfUnil__ _„ . 

183 

675 

687 

1.7 

Wafil CaniifJ___ r -r ,t.. . ._ ' -. 

352 

628 

650 

3.6 

.- ....-....,_.-. 

110 

688 

704 

2.3 



492 

772 

786 

1.7 

Puerto Rico ..., .,..... , 

48 

275 

280 

1.5 

Ruml hy Region.. __ 




Nftw EngISfKi _________,_r - _, 

67 

619 

523 

0.8 


93 

492 

496 

0.8 

... , , ,,,, 1.1 ■ . .. -I,,.,,,.,,-,, 

South Attantic.. ..... ^ ^ 

343 

469 

478 

1.8 

Feat North nentrAl ......,...,. 

346 

451 

457 

1.3 

East South CsfiM ........... __... . ..... .. ............._ 

298 

404 

409 

1.1 

West North Central ... _ _ 

664 

416 

422 

1.3 

West South Centrei... ....___,_ 

401 

412 

419 

1.7 

Mourytain . .. .- - 

241 

465 

470 

1.0 

Pacific--,,,--,, ,,,,...... ...... ,, ,,,,,,. 

166 

536 

544 

1.5 

Puerto Rico. .. . ... . .. 

7 

220 

221 

0.5 

By Payment dasstfication: 




All ...,,. . ,.^ ... 

6,394 

631 

644 

2.0 

Large Urban Areas (popuMi*ions O'^er i fniHion) .,,,,_ _ ^ t_____ __ 

1.619 

724 

739 

2.0 

Other Urban Areas (populatiorts of 1 million or fewer) ___...- 

1.480 

617 

630 

2.1 

Rural Areas, .. . . - .. .... - ... 

2,295 

441 

447 

1.3 

Teachino Status: 



NorwTMchmg.. „ ___ . „ _ _ .. . 

4.186 

543 

554 

2.0 

RMtirtent/Rert Ratio than 0 ^ ...-.-.... 

968 

681 

693 

1.9 

RA«i<1en4/Rert Retio 0 2^ Or gma>er ^........___ 

239 

962 

982 


Disproportionete share hospitals (OSH): 




Non.n5M Rural ...... .. . ... 

2J9S 

441 

447 

1.3 

NorvO^ Lirhan... ...... . ___ ___ _ 

852 

496 

504 

1.7 

Lirhen ion RrKte or more.,,... ,,_ ,,__- _ 

2,247 

689 

704 

2.1 

Rural Hospital Types: 




Non f^periel <;bifiMi lioap*Mi*f 

1,010 

412 

417 

1.2 

RRC__ _____., .. ... 

179 

606 

518 

1.8 


532 

422 

426 

0.8 

Medi^C^partment H(»pitals .— — ..... 

515 

378 

379 

0.9 

SCH and RRC_____ 

45 

514 

522 

1.5 

SCH or MDH .......... 

1.092 

423 

427 

1.0 

Hospitals reclassified by the Medicare Geographic Classification Review Board: 





Reclassification Status During FY92 and FY93: _ 





Reclassification during both FY92 and FYd3.. ........._ 

847 

565 

571 

1.0 

Redasstfication during FY93 only ...... . , . 

349 

605 

639 

5.6 

RecieeiUfioation during FV9? only , .,, _ ,. 

82 

514 

509 

-0.9 

FY93 Reclassifications: 





AM reclAsaHied Hoepitelft...... _ _. 

1,196 

578 

592 

2.5 

AM nonrecteeibfiert hospitals . .._ t_t „r -,t,t i t.i t 

4.148 

648 

660 

1.8 

All lirhen rerlAiutiliAri HnepilAlA .... ... . 

376 

668 

688 

3.0 

llrhAn rwmrerlaMlfiArl Mnapitela . ,t _ 

2,502 

684 

697 

1.9 

All reclassfffed Rural Hospilale _ ____— 

820 

484 

493 

1.8 

Rural nonredassified Ho«9>ital8.... . . . —.— . 

1.646 

401 

404 

0.7 

Other redasstfied Hospitals (section 1886(D)(8)(B)).... .. _ . 

50 

612 

521 

1.7 

Type of mvnership: 





Voluntary . . __..,... 

3.188 

649 

661 

1.9 

Proprietary....—............. 

749 

603 

620 

2.9 


1,457 

565 

575 

1.8 

Medicare utilization as a percent of Inpatient Days: 





277 

747 

760 

1.8 


1.934 

687 

701 

2.1 

. , . . . . . . 

2.213 

583 

594 

19 

__ ,.........1. 

Over 66 ......... 

727 

539 

548 

1.7 







Appendix B: Description of the Capital 
Acquisition Model and Budget 
Neutrality Adjustment 

Section 1886(g)(1) of the Act (as 
amended by section 4001 of Pub. L101- 
508) requires that for FY 1992 through FY 
1995 aggregate prospective payments for 
operating costs under section 1886(d) 
and prospective payments for capital 
costs under section 1886(g)(1) of the Act 
be reduced each year in a manner that 


results in savings equal to 10 percent of 
the amount that would have been 
payable on a reasonable cost basis for 
capital-related costs in that year. Under 
S 412.352, the 10 percent savings is 
generated entirely from the capital 
prospective payments. A budget 
neutrality adjustment factor is applied 
to the Federal rate and hospital-specific 
rate so that total capital payments for 
FY 1992 through FY 1995 approximately 


equal 90 percent of Medicare inpatient 
capital costs in each year. 

To calculate budget neutrality, the 
hold-harmless provision of the payment 
methodology requires that we identify 
old and new capital; that is, we must be 
able to project the rate at which old 
capital will be depreciated and written 
off and at which new capital will be 
acquired and depreciated. (Old capital 
costs are depreciation, lease, interest 
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expenses, and other capital-related 
costs defined in S 412.302 that are in use 
or obligated on or before December 31, 
1990.) 

In developing the FY1992 prospective 
payment rates, there was limited capital 
data available that could be used to 
project payments under the capital 
prospective payment system and 
develop the budget neutrality 
adjustment factor. Consequently, we 
developed a capital acquisition model 
that relied on Monte Carlo random 
simulation techniques to project capital 
costs for 6000 hypothetical hospitals. 

This model is described in detail in the 
August 30,1991 final rule (56 FR 43517- 
43522). The model will be referred to as 
the capital acquisition model in the 
following discussion. 

Since publication of the August 31, 

1991 final rule, capital data have become 
available that can be incorporated 
directly into the determination of budget 
neutrality. The available data include: 
the December 31.1991 update of the 
Hospital-Specific File that provides the 
data items needed by the PRICER 
program used by the intermediaries to , 
determine interim payments to 
hospitals: cost reports for cost reporting 
periods beginning in FY 1989 (PPS-6) 
that overlap the base year for 
determining the hospital-specific rate; 
and, data reported by the Intermediaries 
that includes the hospital-specific rate 
determinations that have been made 
through February 1992. The December 
31,1991 update to the Provider-Specific 
File contains data on interim payments 
under the capital prospective payment 
system for approximately 44 percent of 
all hospitals. Generally, the data are for 
hospitals that became subject to the 
capital prospective payment system 
effective with their cost reporting period 
beginning on or before January 1.1992. 

The available data sources directly 
supply, or can be used to calculate, the 
hospital-specific rate. For those 
hospitals with capital data on the 
Provider-Specific File, the payment 
methodology as well as the estimated 
FY 1992 hold-harmless amount and new 
capital ratio for hospitals paid under the 
hold-harmless payment methodology is 
also available. 

The available data still lack certain 
items which are required for the 
determination of budget neutrality. 

These items are the hospitafs new 
capital costs for each year, its old 
capital costs for each year, and the 
obligated capital amounts for assets that 
will be put in use for patient care 
services and recognized as old capital 
each year. 

For FY 1993, we are proposing to use 
sn integrated model that starts with the 


available data for existing hospitals and 
back-fills the missing items with results 
from the capital acquisition model that 
was used to develop the FY 1992 
payment rates. Since hospitals under 
alternative payment system waivers are 
currently excluded from the capital 
prospective payment system, we 
excluded these hospitals (hospitals in 
Maryland and hospitals in the Finger 
Lakes Area Hospital Corporation in 
New York) from our proposed model. 

We have not modified the parameters 
of the FY 1992 capital acquisition model: 
however, we analyzed several capital 
growth patterns generated by that model 
to backfill the elements for which actual 
data are not available. These patterns 
include the distribution of growth rates 
in old capital (exclusive of obligated 
capital), the new capital ratio (which 
includes obligated capital), and the ratio 
of obligated capital costs for assets 
being put in use for patient care to total 
capital costs. In all cases, the 
distributions from the model were fitted 
to the beta distribution. The beta 
distribution is a two parameter 
distribution with the range restricted 
from zero to one. The growth rate for old 
capital (which is exclusive of obligated 
capital) must be between zero and one 
since depreciation and interest on old 
capital cannot increase. The ratio of 
new capital to total capital and the ratio 
of obligated capital to total capital are 
necessarily between zero and one. 
Hence, the beta distribution is ideal for 
this purpose, especially since the two 
parameters provide a range of shapes. 

With regard to the new capital ratio 
for years after FY 1992, the model fits 
the change in the ratio from one year to 
the next to the beta distribution. This is 
to prevent large swings in the new 
capital ratio over time. It is possible to 
have a decrease in the new capital ratio 
since some new capital may have a 
short useful life compared to old capital. 
Therefore, we rescaled the range of the 
changes in the ratios since the beta 
distribution must have numbers 
between zero and one. 

The proposed model first develops the 
hospital-specific rate. Where available, 
this rate is taken from the December 
1991 update of the Provider-Specific File. 
This file contains the actual amounts 
used by the intermediaries with the 
PRICER program to compute interim 
capital prospective payments. If the 
hospital-specific rate is not available 
from the I^vider-Specific File, the 
secoi^d source is the audit information 
reported by the intermediaries. If this is 
not available, the model computes the 
hospital-specific rate from the hospitafs 
cost reporting period beginning in FY 


1990 as reported on the HCRIS as of 
December 1991 update. 

The proposed model also develops the 
old capital amount for each hospital. If 
available, the model uses the hold- 
harmless payment per discharge from 
the Provider-Specific File. If the actual 
hold-harmless amount is not available, 
the model develops an estimate from the 
hospitafs hospital-specific rate. It 
computes an ihf 1990 capital cost per 
discharge by dividing the 1992 hospital- 
specific rate by factors used to inflate 
base year capital cost per discharge to 
FY 1992 as set forth in the August 30, 

1991 Hnal rule (56 FR 43390). The model 
updates the base year capital per 
discharge to FY 1992 using a two-year 
rate of increase (FY 1990 to FY 1992) in 
old capital that is randomly generated 
from the beta distribution described 
above. This old capital amount for FY 

1992 excludes any obligated capital that 
has been put in use since the base year. 
Excluding obligated capital from the old 
capital growth factors produces a more 
stable growth sequence with lower 
variance. The development of the 
hospital's obligated capital costs is 
described below. Before we update the 
hospital's old capital costs in a given 
year, the model adds the obligated 
capital that is first depreciate in the 
current year to the old capital cost for 
that year. As a result, any obligated 
capital depreciation and interest 
expense projected by the model is 
incorporated into the hospital's old 
capital costs in subsequent years. 

The proposed model also develops the 
new capital ratio for each hospital. If 
available, the model uses the hospital's 
new capital ratio from the Provider- 
Specific File. If the actual new capital 
ratio is not available, the model 
generates the ratio from a beta 
distribution as described above. For 
purposes of fitting the new capital ratio 
to the beta distribution, the model treats 
obligated capital as new capital. The 
model restricts the new capital ratio to 
90 percent in all cases. After fitting the 
FY 1992 new capital ratio, the year-to- 
year change in the new capital ratio is 
fit to the l^ta distribution. The new 
capital ratio combined with the old 
capital amount generates the total 
capital costs. 

Finally, the model develops the 
obligated capital ratio for obligations 
first being depreciated in the year under 
analysis. It generates an obligated 
capital ratio using a beta distribution 
fitted to the results of the capital 
acquisition model (and obligation 
capital assumptions) as described 
above. This ratio is an offset to the new 
capital ratio. Consequently, the 
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obligated capital ratio is restricted to the 
magnitude of the new capital ratio. The 
new capital ratio is reduced by the 
obligated capital ratio. 

If a hospital has a hold-harmless 
payment amount available on the 
Hospital-Specific File, this amount 
includes the effect of obligated capital 
on its FY1992 old capital costs per 
discharge. Therefore, the model does not 
generate any additional FY 1992 
obligated capital for these hospitals. We 
necessarily generated obligated capital 
amounts for all hospitals for FY 1993 
and later. 

The model does not recompute the 
hospital's total capital costs for 
obligated capital. Instead, obligated 
capital costs are the product of the 
obligated capital ratio rate and total 
capital costs. The hospital's costs for 
new capital are the product of the 
revised new capital ratio times the 
hospital's total capital costs. 

We computed the average total 
capitals cost per discharge from the 
capital costs that were generated by the 
model and compared the results to total 
capital costs per discharge that we had 
projected independently of the proposed 
model. The capital amount in any year 
is composed of capital previously 
acquired (old capital) and capital 
acquired in the current year (new capital 
and new obligated capital). We cannot 
adjust the old capital component since it 
is a function of acquisitions in earlier 
years. Consequently we can only adjust 
new and obligated capital amounts. We 
proportionately adjusted the new and 
obligated capital amounts so that the 
total capital costs per discharge 
generated by the model match the 
independently projected capital costs 
per discharge. 

To summarize, the proposed model 
integrates actual data with randomly 
generated amounts developed from the 
results of the capital acquisition model. 
We generated at most three numbers for 
each hospital each year. Only the old 
capital increase, new capital ratio, and 
obligated capital ratio are randomly 
generated. 

Once each hospital's capital-related 
costs are generated, the model projects 
capital payments. In FY 1992, we 
randomly generated all payment 
parameters (for example, the case-mix 
index and the geographic adjustment 
factor). In the proposed model, we use 
the actual payment parameters that are 
applicable to the specific hospital. 

To project capital payments, the 
proposed model first assigns the 
applicable payment methodology (fully 
prospective or hold-harmless) to the 
hospital. If available, the model uses the 
payment methodology method indicated 


in the Provider-Specific File. Otherwise, 
the model determines the methodology 
by comparing the hospital's hospital- 
specific rate to the adjusted Federal rate 
applicable to the hospital The model 
simulates Federal rate payments using 
the assigned payment parameters and 
hospital-specific estimated outlier 
payments. The case-mix index for a 
hospital is derived from the 1991 
MEDPAR file using the proposed FY 
1993 DRGs and relative weights. The 
case-mix index is increased 2 percent 
per year after FY 1991 consistent with 
the continuing trend (which we expect 
to continue) in case-mix increase. 

Changes in geographic reclassification 
and corrections in the hospital wage 
data used to establish the hospital wage 
index affect the geographic adjustment 
factor, and changes in the DRG 
classification system and the relative 
weights affect the case mix index. 
Section 412.308(c)(4)(ii) requires that the 
estimated aggregate payments for the 
fiscal year based on the Federal rate 
after any changes resulting from 
changes in the DRG classification 
system and relative weights and in the 
geographic adjustment factor equal the 
estimated aggregate payments, 
payments based on the Federal rate that 
would have been made without such 
changes. To determine the budget 
neutrality adjustment factor needed to 
make the effect of the DRG and 
geographic adjustment changes budget 
neutral on estimated Federal rate 
payments, we first determined the 
portion of the Federal rate that would be 
paid for each hospital in FY 1993 based 
on its applicable payment methodology. 
We then compared what aggregate 
Federal rate payments would be based 
on the FY 1992 DRG relative weights 
and geographic adjustment factor to 
aggregate Federal rate payments based 
on the FY 1993 relative weights and 
geographic adjustment factor. In making 
the comparison, we held the FY 1993 
Federal rate portion constant and set the 
other budget neutrality adjustment 
factor and exceptions reduction factor to 
1.00. We determined that to achieve 
budget neutrality for the changes in the 
geographic adjustment factor and the 
DRG weights, a budget neutrality 
adjustment factor of 0.9906 should be 
applied to the FY 1993 Federal rate. 

The methodology used to determine 
the geographic and recalibration budget 
neutrality adjustment factor is similar to 
that used in establishing budget 
neutrality adjustments under the 
prospective payment system for 
operating costs. One difference is that 
under the operating prospective 
payment system, the budget neutrality 
adjustments for the effect of geographic 


reclassifications are determined 
separately from the effects of other 
changes in the hospital wage index and 
the DRG weights. Under the capital 
prospective payment system, there is a 
single budget neutrality adjustment 
factor for Ganges in the geographic 
adjustment factor (including geographic 
reclassification change since FY 1992) 
and the DRG relative weights. In 
addition, there is no adjustment for the 
effects that geographic reclassification 
has on the other payment parameters, 
such as the payments for serving low- 
income patients or the large urban add¬ 
on. 

In addition to computing the 
geographic and recalibration budget 
neutrality adjustment factor, we used 
the proposed model to project total 
aggregate payments under the 
prospective payment system and to 
compute the budget neutrality 
adjustment factor that would result in 
estimated payments under the capital 
prospective payment system equal 90 
percent of what would have been 
payable on a reasonable cost basis. This 
budget neutrality factor is applied to the 
Federal and hospital-specific rates, but 
not to the hold-harmless payments. 

Additional payments under the 
exceptions process are financed through 
a reduction in the Federal and hospital- 
specific rates. Therefore, we used the 
proposed model to calculate estimated 
exceptions payments and the exceptions 
reduction factor. This exceptions 
reduction factor ensures that estimated 
payments under the capital 
prospective payment system, including 
exceptions payments, equal what 
aggregate payments would be under the 
capital prospective payment system 
without an exceptions process. Since 
changes in the level of the payment 
rates change the level of payments 
under the exceptions process, the budget 
neutrality and exceptions adjustments 
factors must be determined through 
iteration. Further, these two factors 
interact with each other so that they 
must be determined simultaneously. We 
successfully determined values for these 
factors so that the exceptions 
adjustment factor is correct and 
estimated payments under the capital 
prospective payment system equal 90 
percent of estimate Medicare inpatient 
capital costs. 

in the August 30,1991 final rule, we 
indicated tl^t we would publish each 
year the estimated payment factors 
generated by the model to determine 
payments for the next five years. The 
table below provides the actual FY 1992 
factors, the proposed FY 1993 factors, 
and the estimated factors that would be 
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applicable through FY 1997. We caution 
that except with respect to FY 1992 and 
FY 1993, these are estimates only and 


are 8ub)ect to revisions resulting from 
continued methodological refuiements, 
more recent data, and any payment 


policy changes that may occur. The 
projections are as follows: 



I Nole: AUfusled for estimaied 2.0 pevoonf irK:fesM in case^mix indoiL 


Appendix C—Letters to Congress 
March 30.1992. 

The Honorable Dan Quayle, 

President of the Senate^ Washington, D.C, 
20510 

Dear Mr. President: Section 1886(e)f3)(B] of 
the Social Security Act requires that the 
Secretary of Health and Homan Services, not 
later than March 1.1992, report to the 
Congress his initial estimate of the applicable 
percentage increase in payments for inpatient 
operating coats for FY 1993 that he will 
recommend for hospitals subject to the 
Medicare prospective payment systeni (PPS) 
and for excluded hospitals and units. This 
submission constitutes the required report. 

President Bush's budget incorporates 
updates consistent with those mandated by 
current law. The budget recommends an 
update for hospitals subject to the PPS equal 
to the rate of increase in the hospital market 
basket minus 1.S5 percentage points for urban 
hospitals and the rale of increase in the 
hospital market basket minus 0.55 percentage 
points for rural hospitals. For hospitals 
excluded from the PPS. the budget includes 
an average increase in the Tax Equity and 
Fiscal Responsibility Act limit equal to the 
rate of increase in the hospital market basket 
In addition, the budget contains a legislative 
proposal to move the annual update for 
hospitals from October 1 to fanuary 1 to 
conform with the update cy^ generally used 
in Medicare. We believe that this move will 
reduce the hospital industry's frustration with 
the many payment changes caused by 
Congressional delays and budget 
negotiations. 

We have not had the opportunity to 
evaluate fully the recommendations of the 
Prospective Payment Assessment 
Commission (ProPAC). Our recommendation 
for the updates is contingent on the current 
situation and projections of relevant data. In 
addition, we note that the President's 
proposal to move the hospital update wtll, if 
enacted, change the market basket and, 
therefore, the updates for the hospHals. The 
President's budget assumed the market 
basket would increase by 4.5 percent for 
hospitals subject to the prospective payment 
system and by 4.S percent for excluded 
hospitals. These estimates are consistent 
with our most current projections. A final 
recommendation on the appropriate 
percentage increases for FY 1993 will be 
made nearer the beginning of the new 
Federal fiscal year based on the most current 


market basket projections available at that 
time. The final recommendation will 
incorporate our analysis of the latest 
estimates of all relevant factors, including 
ProPACs recommendations. 

Section 180e(d)(4MC)tiv) of the Social 
Security Act, as enact^ by section 6003(b)(2) 
of the Omnibus Budget Reconciliation Act of 
1988, requires that the Secretary include in 
his report recommendations with respect to 
adjustments to the diagnosis-related group 
(DRG) weighting facto^ At this time, we do 
not anticipate recommending any adjustment 
to the DRG weighting factors for FY 1993. 

My staff and 1 look forward to discussing 
this recommendation with you. 

Sincerely, 

Louis W. Sullivan, M.D. 

March 30.1992. 

The Honorable Thomas S. Foley, 

Speaker of the House of Representatives, 
Washington, D.C. 20515. 

Dear Mr. Speaker Section 1886(e)(3)(B) of 
the Social Security Act requires that the 
Secretary of Health and Human Sovices. not 
later than March 1.199Z report to the 
Congress his initial estimate of the applicable 
percentage increase in payments for inpatient 
operating costs for FY 1993 that he will 
recommend for hospitals subject to the 
Medicare prospective payment system (PPS) 
and for excluded hospitals and units. This 
submission constitutes the required report. 

President Bush's budget incorporates 
updates consistent with those mandated by 
current law. Tha budget recommends an 
update for hospitab subject lo the PPS equal 
to the rate of increase in the hospital market 
basket minus 1.55 percentage points for urban 
hospitals and the rate of increase in the 
hospital market basket minus 0.55 percentage 
points for rural hospitals. For hospitals 
excluded from the PPS, the budget includes 
an average Increase in the Tax Equity and 
Fiscal Responsibility Act limit equal to the 
rate of increase in hospital market basket. 
In addition, the budget contains a legblatrve 
proposal to move the annual update for 
hospitab from October 1 to )anuary 1 to 
conform with the update cyde generally used 
in Medicare. We believe that tUs move will 
reduce the hospital industry's frustration with 
the many pa 3 rment changes caused by 
Congressional delays ar^ budget 
negotiationa. 

We have not bad the opportunity to 
evaluate fully the recommendations of the 
Prospective Payment Assessment 


Commission (ProPAC). Our recommendation 
for the updates is contingent on the current 
situation and projections of relevant data. In 
addition, we note that the President's 
proposal to move the hospital update will, if 
enacted, change the market basket and. 
therefore, the updates for the hospitals. The 
President's budget assumed the market 
basket would increase by 4J1 percent for 
hospitab subject to the prospective payment 
system and by 4.6 percent for exduded 
hospitals. These estimates are consbtent 
with our most current projections. A final 
recommendation on the appropriate 
percentage increases for 1^ 1993 will be 
made nearer the beginning of the new 
Federal fiscal year based on the most current 
market basket projections available at that 
time. The final recommendation %vill 
incorporate our analysis of the btest 
estimates of all relevant factors, including 
ProPACs recommendations. 

Section 1886(d)(4)(C)(iv) of the Social 
Security Act. as enacted by section 6063(b)(2) 
of the Omnibus Budget Reconciliation Act ^ 
1989. requires that the Secretary include in 
hit report recommendations with respect to 
adjustments to the diagnosis-related group 
(DRG) weighting factors. At this time, we do 
not anticipate recommending any adjustment 
to the DRG weighting factors for FY 1903. 

My staff and 1 look forward to discussing 
this recommendation with you. 

Sincerely. 

Louis W. Sullivan, M.D. 

Appendix D: Recommendation of 
Update Factors for Operating Cost Rates 
of Payment for Inpatient Hospital 
Services 

I. Background 

Several provisions of the Social 
Security Act (the Act) apply to setting 
update factors for services furnished in 
FY 1993 by hospitals subject to. the 
prospective payment system and those 
excluded from the prospective payment 
system. Section 1886(bK3)(B)(i) of the 
Act sets the FY 1993 applicable 
percentage increases in the operating 
cost standardized amounts for 
prospective payment hospitals equal to 
the hospital market basket percentage 
increase minus 1.55 percentage points 
for hospitab located in urban areas and 
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the market basket percentage increase 
minus 0.55 percentage points for 
hospitals located in rural areas. Section 
188^)(3)(B)(ii) of the Act governs the 
target rate-of-increase limits for 
hospitals excluded from the prospective 
payment system and the hospital- 
specific rate applicable to sole 
conununity hospitals. In accordance 
with section 1886(d)(3)(A) of the Act, we 
are proposing to update the average 
standardized amounts, the hospital- 
specific rates and the target rate-of- 
increase limits for hospitals excluded 
from the prospective payment system as 
provided for in section 1886(b)(3)(B) of 
the Act as set forth above. Based on the 
currently forecasted market basket 
increase of 4.3 percent for hospitals 
subject to the prospective payment 
system, the proposed updates in the 
standardized amounts are 2.75 percent 
for hospitals in urban areas and 3.75 
percent for hospitals in rural areas. The 
proposed update in the hospital-specific 
rate applicable to sole community 
hospitals is 4.3 percent The proposed 
update for hospitals excluded from the 
prospective payment system is based on 
the percentage increase in the market 
basket for these hospitals and equals 5.4 
percent 

Sections 1886(e)(2)(A) and (3)(A) of 
the Act require that the Prospective 
Payment Assessment Commission 
(ProPAC) recommend to the Congress 
by March 1,1992 an update factor that 
takes into account changes in the 
market basket index, hospital 
productivity, technological and scientific 
advances, the quality of health care 
provided in hospitals, and long-term 
cost effectiveness in the provision of 
inpatient hospital services. 

In its March 1,1992 report ProPAC 
recommended update factors to the 
standardized amounts equal to the 
percentage increases in HCFA's market 
basket minus 1.45 percentage points for 
urban hospitals and the market basket 
rate of increase minus 0.45 percentage 
points for hospitals located in rural 
areas. Further. ProPAC recommended an 
update to the standardized amounts 
equal to 3.05 percent for hospitals 
located in urban areas and 4.05 percent 
for hospitals located in rural areas 
(based on a market basket estimate of 
4.5 percent). The components of 
ProPAC’s update factor 
recommendations are described in 
detail in the ProPAC report, which is 
published in appendix E to this 
document. ProPAC recommended the 
update for the hospital-specific rates 
applicable to sole community and 
Medicare-dependent, small rural 
hospitals be equal to the rural hospital 


update: that is. the percentage increases 
in HCFA*s market basket minus 0.45 
percentage points, or 4.05 percent based 
on a market basket estimate of 4.5 
percent. We discuss ProPAC’s 
recommendations concerning the update 
factors and our responses to those 
recommendations below. 

Section 1886(e)(4) of the Act requires 
that the Secretary, taking into 
consideration the recommendations of 
ProPAC. recommend update factors for 
FY 1993 that take into account the 
amounts necessary for the efficient and 
effective delivery of medically 
appropriate and necessary care of high 
quality. Under section 1886(e)(5) of the 
Act. we are required to publish the 
recommended FY 1993 update factors 
that are provided for under section 
1686(e)(4) of the Act. Accordingly, this 
appendix provided our 
recommendations of appropriate update 
factors, our analysis of the derivation of 
the amount of the update factors, and 
our responses to the ProPAC 
recommendations concerning the update 
factors. 

n. Secretary's Recommendations 

Under section 1886(e)(4) of the Act. 
we are recommending that the 
standardized amounts be increased by 
an amount equal to the market basket 
percentage increase minus 1.55 
percentage points for hospitals located 
in urban areas and the market basket 
percentage increase minus 0.55 
percentage points for hospitals in rural 
areas. We are recommending an 
increase of the market basket rate of 
increase minus 1.55 percentage points 
for the hospital-specific rate for sole 
community hospitals. With the 
exception of the higher update for the 
rural standardized amount, we believe 
that the hospital-specific rate should be 
updated by the same percentage 
increases as the standardized amounts. 
Our recommendation for a higher update 
to the rural standardized amount is 
intended to reduce the differential 
between the standardized amounts for 
other urban and rural hospitals, which is 
not an applicable consideration for 
hospital-specific rates. 

We recommend that hospitals 
excluded from the prospective payment 
system receive, on average, an update 
equal to the percentage increase in the 
market basket that measures input price 
increases for services furnished by 
excluded hospitals. That market basket 
is currently forecast at 4.5 percent. 
However, we are also recommending 
that the amount of the update vary 
according to the base year used to 
establish the excluded hospital or unit's 
rate of increase. Those hospitals and 


imits whose base year for purposes of 
the rate of increase limit began during 
the period FY 1983 through FY 1987 
would receive a higher update than 
hospitals whose base year was 
established in FY 1982 or after 1987. The 
amount of the recommended HCFA 
update is dependent on the actual base 
year, as follows: 


Base year began in 
FY 

FY 1993 
general 
update 

FY 1993 
additkxv 
al 

update 

Recorrv 
mended 
FY 1993 
update 

1982___ 

2.9 


2.9 

1983.. 

2.9 

1.8 

4.7 

1984__ 

2.9 

3.8 

6.7 

1985....-.. 

2.9 

6.0 

8.9 

1988_ 

2.9 

3.9 

6.8 

1987--- 

29 

1.8 

4.7 

1988 and later_ 

2.9 


2.9 


In recommending these Increases, we 
have followed section 1886(e)(4) of the 
Act which indicates we should take into 
account the amounts necessary for the 
efficient and effective delivery of 
medically appropriate and necessary 
care of high quality. In addition, as 
required by section 1886(e)(4) of the Act, 
we have taken into consideration the 
recommendations of ProPAC. Our 
responses to the ProPAC 
recommendations concerning the update 
factor are discussed below. 

m. ProPAC RecommendatioD for 
Updating the Prospective Payment 
System Standardized Amounts 

For FY 1993, ProPAC recommends 
that the standardized amount be 
updated by the following factors: 

• The projected increase in the 
hospital market basket (which was 
estimated to be 4.5 percent in ProPACs 
March 1,1992 report) plus 0.2 percentage 
points to account for Uie different wage 
and salary price proxies used for the 
ProPAC market basket. 

• A correction of —0.8 percent to 
reflect the forecast error in the FY 1991 
market basket rate of increase. 

• A discretionary adjustment factor of 
0.0 percent composed of an allowance of 
1.0 percent for scientific and 
technological advancement and an 
allowance of —1.0 percent for 
productivity Improvement. 

• An adjustment for case-mix change 
of —0.7 percent. 

• A differential update of 0.85 percent 
for hospitals located in rural areas and 
—0.15 percent for hospitals located in 
urban areas, to reflect the phasing out of 
the differential in the standardized 
amounts between rural and other urban 
hospitals. 
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Overall, the net increase employing 
the above factors is the percentage 
increase in the hospital market basket 
minus 1.45 percentage points for urban 
hospitals and the market basket minus 
0.45 percentage points for rural 
hospitals. Based on the market basket 
estimate of 4.5 percent used in its March 
1,1992 report, I^PAC recommends a 
differential update for urban and rural 
hospitals, with urban hospitals receiving 
a 3.05 percent update, and rural 
hospitals receiving a 4.05 percent 
update. 

Reponse: We are reconunending an 
update that is consistent with the 
AdminlstraticHi*8 budget proposal that 
all hospitals receive an update in their 
payments for FY 1993 based on the 
current market basket forecast with the 
adjustments set forth in section 
1886(b)(3)(B)(i)(VllI). as added by 
section 4002(a)(1)(C) of Public Law 101- 
506. The latest forecast shows that the 
FY 1993 market basket has decreased 
from 4.5 percent, the figure used by 
ProPAC in determining its update 
recommendations, to 4.3 percent 
between the fourth quarter of 1991 and 
the first quarter of 1992. 

Our recommendation is supported by 
the following analyses which measure 
changes in hospital productivity, 
scientific and technological advances, 
practice pattern changes, and changes in 
case mix; 

• Productirity: At the beginning of the 
prospective payment system update 
process, HCFA established a 
conservative normative standard for 
hospital productivity increases of 1.0 
percent per year, based on a review of 
the literature on historical and potential 
hospital productivity and average kmg- 
run productivity growth in the U.S. 
economy. In the short run. any increases 
in productivity in excess of 1.0 percent 
would be kept by hospitals as increases 
in operating margins. Productivity 
increases of more than li) percent 
would be encouraged by this standard. 
We believe that substantial gains can be 
made in hospital productivity, snd that 
we should continue to provi^ an 
incentive to increase productivity. 

ProPAC also believes hospitals should 
be given an incentive for additional 
productivity improvement ProPAC 
measures productivity as the ratio of 
hospital admissions (adjusted for case 
mix and outpatient services) per FTB 
employee (adjusted for changes in skill 
mix). ProPAC includes in its 
productivity measurement the effect of 
changes in'practice patterns. We have 
traditionally treated historic practice 
pattern changes as a separate factor 
because they represent changes that 
have occurred in the nature of the 


hospital product Tliis year. ProPAC 
assumes a productivity gain of at least 
2.0 percent and recommends a — li) 
percentage point adjustment on the 
basis that any productivity gains should 
be shared equally by Medicare and 
hospitals. 

• Quality Enhancing New Science 
and Technology The new science and 
technology factor is intended to 
recognize technological changes that 
increase costs but dso enhance health 
status. We have no empirical evidence 
that accurately sets the level for this 
factor. Typically, a specific new 
technology increases costs in some uses 
and decreases costs in other uses. 
Concurrently, in some situations, health 
status is improved while in other 
situations it may be unaffected or even 
worsened using the same technology. It 
is difficult to separate out the relative 
significance of each of the cost* 
increasing effects for individual 
technologies and new technologies. In 
the early years of the prospective 
payment system. ProPAC conducted 
several studies of new technology costs 
and concluded that they were fairly low. 
Those studies focused primarily on the 
acquisition costs of the new 
technologies but also looked at chffusion 
of use and operating costs. Project Hope, 
under contract with ProPAC, annually 
estimates the incremental operating 
costs of specific cost-increasing 
technologies. However, we know of no 
definitive studies that establish an 
appropriate level or range for this factor. 
ProPAC’s adjustment is for the cost- 
increasing effect of new technologies 
only, and this year assumes the 
estimated costs for these technologies at 
+ 1.0 percent. 

We believe that the ProPAC estimate 
may be overstated for several reasons. 
First, the estimate does not account for 
offsetting changes in revenue due to 
changes in DRG assignment. Second, it 
is not clear that all of the new 
technologies listed in ProPAC’s study 
significantly enhance health status. To 
the extent the new technologies are not 
quality enhancing, an adjustment is 
inappropriate. Finally, some of the 
technol^es have considerable 
potential for cost savings relative to the 
technologies they are replacing. 

Until a usable measure for the 
incremental operating costs associated 
with the implementation of these new 
sciences and technologies is developed, 
we believe that this adjustment should 
be set at a conservative, stable leveL 
We recommend an adjustment of +0.3 
to +0.5 percent. 

• Improvements in Practice Pattern: 
We measure practice pattern changes 
based on changes in average length of 


stay since the beginning of the 
prospective payment system. Although 
we have no complete measure of 
changes in practice patterns, we believe 
this factor can be modeled appropriately 
based on this measure. The practice 
pattern adjiistment is based on the 
belief that the costa on which the initial 
payment rates were based included a 
component of unnecessarily high costs 
reflecting ineffective practice patterns 
and that it is reasonable for HCFA to 
share in the savings in the long run. 

Average length of stay declined 
dramatically during the first years of the 
prospective payment system and 
gradually inoreased in subsequent years. 
However, our latest data indicate that 
average length of stay declined again 
and has remained stable over the last 
few years. Based on updated data on 
changes in average length of stay and 
the cumulative practice pattern 
adjustment implicit in prior update 
recommendations, we estimate that a 
residual adjustment of up to —1.8 
percent could be supported. 

• Impact ofOSHA Rule: In the 
December 0,1991 Federal Register (56 
FR 64004), the Occupational Safety and 
Health Administration (OSHA) 
published a final rule implementing 
regulations (29 CFR 1910.1030) requiring 
organizations to use a variety of means 
to reduce the risk of employees 
contracting blood-borne pathogens, 
including hepatitis B virus and human 
immunodeBciency virus. In that rule, 
OSHA estimates the impact on hospitals 
at ai4 percent of revenues. We are 
therefore recommending an adjustment 
of +0.14 percent to account for these 
addition^ costs. ProPAC did not 
recommend any explicit adjustment for 
the effects of these regulations. 

Overall, the combined adjustment for 
productivity, technology, practice 
pattern changes, and die new OSHA 
requirements could range from — Z36 to 
—0.36 percentage points. 

• Change in Case Mix: Our analysis 
takes into account changes in case mix 
adjusted for changes attributable to 
improved coding practices and DRC 
reclassification and recalibration. We 
found that the observed increase in case 
mix was 2.5 percent during FY 1991. We 
estimate real case mix increased 1.0 to 
1.25 percent. We deBne real case-mix 
change as actual changes in the mix 
(and resource requirements) of Medicare 
patients as opposed to changes in 
coding behavior that result in 
assignment of cases to higher-weighted 
DRGs but do not reflect greater resource 
requirements. This estimate is supported 
by past studies of case-mix change by 
RAND Corporation. In addition, we 
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estimate that DRG reclassification and 
recalibration in FY1992 resulted in a 1.0 
percent increase in the case>mix index 
when compared with the case>mix index 
that would have resulted if we had not 
made the reclassification and 
recalibration changes to the GROUPER. 
The resulting adjustment to account for 
changes in case mix during FY 1991. the 
most recent year for which data are 
available, is —2.5 to —2.25 percent (the 
sum of -2.5 percent, -hl.O to 1.25 
percent, and —1.0 percent). The —2,5 
and -f 1.8 percent figures used in the 
ProPAC framework represent, 
respectively. ProPAC*s projection for 
observed case-mix change, and its 
projection for real case-mix change, 
including within-DRG case complexity 
change, during FY 1992, ProPAC’s 
observed case-mix change is estimated, 
whereas our observed case-mix change 
is based on FY 1991 bills received 
through February 29,1992, ProPAC does 
not make an adjustment for DRG 
reclassification and recalibration in its 
update recommendation (we note that 
Congress asks the Secretary for an 
estimate of these effects in our update 
recommendation). 

• Correction for Market Basket 
Forecast Error: The FY 1991 estimated 
market basket percentage increase used 
to update the payment rates was 5.2 
percent. Our most recent data indicate 
the actual FY 1991 increase was 4.4 
percent, reflecting that the increase in 
wages was lower than projected. The 
resultiiig forecast error in the projected 
FY 1991 market basket rate of increase 
forecast was —0.8 percentage points. 

Our policy has been to make a forecast 
error correction if our estimate is off by 
0.25 percent points or more. Therefore, 
we are recommending an adjustment of 
—0.8 percentage points to reflect this 
overestimation of the FY 1991 market 
basket. This matches ProPACs 
recommended forecast error adjustment. 

The following is a summary of the 
update ranges supported by our 
analyses compared to ProPAC's 
framework. 


Table 1.— Comparison of FY 1993 
Update Recommendation Frameworks 



HHS 

ProPAC 

Market Basket (MB) 

MB 

MB 

Differer>ce Between 



HCFA a ProPAC MB 
Forecasts *__ 


+0.2 

Subtotal....... 

MB 

MB +0.2 


Table 1.—Comparison of FY 1993 Up¬ 
date Recommendation Frame¬ 
works— Continued 



HHS 

ProPAC 

Policy adjustment factors 
productivity_ 

-1.0 

-1.0 

Science and technology... 

+ 0.3 to 



+0.5 

+ 1.0 

Practice patterns... 

-1.8 to 0 
+0.14 


OSHA requiren>ens. 


Subtotal.. 

-2.3610 



-0.36 

+0.0 

Case mix adjustment fac¬ 
tors: 

Observed case mix 
char>ge.. 

-2 5 

-2.5 

Rea) across DRG 
change..... 

+ 1.0 to 



1.25 

+ 1.5 

Real within DRG change 
effect of 1990: 

+0.3 


Reclassification and re- 
calibration__ 

-1.0 


Subtotal____ 

-2.5 to 



-2.5 

-0.7 

Forecast error correction:.... 

-0.8 

-0.8 

Total recommended 
update. 

MB -5.66 



to MB 
-3.41 

MB -1.3 


‘The difference between the HHS end ProPAC 
market baskets is due to a different treatment of the 
wage and employee benefit proxies used by ProPAC 
in its market basket 


While the above analysis would 
support a recommendation that there be 
no update in the standardized amounts 
applicable to urban hospitals and the 
hospital-specific rates applicable to sole 
community hospitals in FY 1993, we 
believe that it would be inappropriate. 

In view of commitments made as part of 
the 1990 budget agreement, to 
recommend an update other than market 
basket minus 1.55 percentage points for 
urban hospitals and the hospital-specific 
rates applicable to sole community 
hospitals. 

In addition, we believe a differential 
update for the standardized amount 
applicable to rural hospitals is 
appropriate in order to phase out the 
differential between the rural and other 
urban standardized amounts, as 


required by Pub. L 101-508. Therefore, 
we are recommending that the rural 
standardized amount be updated by an 
additional 1.0 percentage point, for a 
total update of 3.75 percent (that is. 
market basket minus 0.55 percentage 
points). We note that we disagree with 
ProPAC's recommendation that the 
hospital-specific rates applicable to sole 
community hospitals be increased by 
the update factor applicable to the rural 
standardized amounts. We believe that 
the considerations used to develop the 
update recommendations for the urban 
standardized amounts are also 
applicable to the hospital-specific rates, 
and that the differential update applied 
to the rural standardized amounts to 
eliminate the difference between the 
rural and other urban standardized 
amounts is not a relevant consideration 
for the hospital-specific rates. 

IV. ProPAC Recommendation for 
Updating the Rate-of-lncrease Limits for 
Excluded Hospitals 

ProPAC recommends an average 
update factor equal to the market basket 
rate of increase minus 0.4 percentage 
points for excluded hospitals and units. 
The 0.4 percentage point reduction 
represents a reduction of 0.7 percentage 
points to account for the forecast error 
in the FY 1991 market basket rate of 
increase for excluded units, a 0.2 
percentage point increase to reflect the 
different compensation price proxies 
used by ProPAC, and an allowance for 
new technology of 0.1 percent. Further. 
ProPAC recommends an additional 
allowance based on the year the 
hospital or unit was excluded from the 
prospective payment system. Before FY 
1989. excluded hospitals and units 
received the prospective payment 
system update, which was reduced to 
account for rapid growth in payments 
due to case mix increases. Since 
excluded facilities do not benefit from 
the payment-increasing effect of case- 
mix index change, ProPAC believes that 
these hospitals should have received the 
applicable full market basket increase 
for years prior to FY 1989. ProPAC 
recommends that the additional 
allowance to these hospitals be funded 
through the savings achieved from the 
0.4 percentage reduction included in its 
average update recommendation for 
excluded hospitals. 

Response: We recommend an average 
update for excluded hospitals that 
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would result in total payments 
comparable to those that would result 
from an update equal to the market 
basket rate of increase. The market 
basket for excluded hospitals is 
currently estimated at 4.5 percent. 
However, we recommend that excluded 
hospitals and units whose base year 
began during the period FY 1983 through 
FY 1987 receive a higher update than 
hospitals whose base year began in FY 
1982 or after FY 1987. 

We recommend that excluded 
hospitals and units with an FY 1982 base 
year or a base year that began after FY 
1987 receive an update equal to the 
market basket percentage increase 
minus 1.6 percent. The 1.6 percentage 
point adjustment is to account for the 
forecast error in the FY 1991 market 
basket rate of increase of 0.7 percentage 
points plus the forecast error in the FY 
1990 market basket rate of increase of 
0.9 percentage points. Generally, we 
believe that increased costs for quality¬ 
enhancing new technologies should be 
offset by productivity gains and that 
explicit adjustments in the rate-of- 
increase limit for productivity and new 
technology are inappropriate. 

In addition, we agree with ProPAC 
that a higher update for hospitals and 
units that were excluded in the early 
years of the prospective payment system 
is appropriate. This is because the 
updates applied to excluded hospitals in 
FYs 1986,1987, and 1988 were 
considerably less than the market 
basket rate of increase and were based 
on some considerations appropriate 
only to hospitals subject to the 
prospective payment system. We agree 
with ProPAC as to the basis for the 
cumulative positive allowance 
adjustment, which is consistent with our 
calculation of the compounded 
difference between the updates received 
and the market basket rate of increase, 
as described in the June 3.1991 
proposed rule (56 FR 25322). 


Base year began in 
fiscal year 

FYs subtect 
to ceding 

Compound¬ 

ed 

adjustment 

1902... 

1983-1986 

-0.5 

1983..... 

1984-1988 

2.1 

1984___ 

1985-1988 

4.2 

1985__ 

1986-1988 

6.9 

1986... 

1987-1988 

4.4 

1987___ 

1988 

2.1 


We also agree with ProPACs 
recommendation that any additional 
update allowance be made in a budget 
neutral fashion. It is not clear that an 
additional expenditure is warranted, or 
that any increase in payments is more 
appropriately distributed to excluded 
hospitals through a differential update 
factor rather than through a more 
targeted approach. While some 
hospitals have been adversely affected 
by die rate-of-increase limits, others 
have managed to receive substantial 
incentive payments. Further analysis is 
needed to understand why some 
hospitals have fared well and others 
have not, before we can determine 
whether an across-the-board increase is 
more appropriate than one targeted 
toward groups of hospitals whose costs 
are systematically above the rate-of- 
increase limit. Additionally, the lower 
updates are only part of the explanation 
for why hospitals with early base years 
are more financially vulnerable than 
hospitals that more recently became 
subject to the rate-of-increase limits. 
Another consideration is that these 
hospitals have been subject to the limits 
for a longer period of time and. in the 
case of those hospitals with an FY 1982 
or FY 1983 base year, have a target 
amount that was established before the 
prospective payment system was 
implemented. For these reasons, we are 
recommending a 2.9 percent update for 
hospitals with an FY 1982 base year, 
even though a lower update would 
appear warranted based on the 
cumulative difference between the 


market basket increase and the update 
factors. 

We believe any increase in aggregate 
payments to excluded hospitals and 
units, plus an additional update for 
hospitals and units is premature until 
these issues are more fully evaluated. In 
this regard, we note that the Secretary is 
required by section 4005(b) of Public 
Law 101-508 to report to Congress on 
recommendations for potential 
modifications to the rate-of-increase 
limits sytem as well as the possible 
replacement of that system with a 
prospective payment system. At the 
same time, we believe the analysis of 
the cumulative difference between the 
market basket rate-of-increases and the 
update factors supports a 
recommendation for differential 
updates. We have used the results of the 
analysis to determine differential update 
factors that will result in program 
outlays that approximate the outlays 
that would result from a 4.5 percent 
update. Our recommended update factor 
is 2.9 percent for all excluded hospitals 
and units, plus an additional update for 
hospitals and units that became subject 
to the ceiling during the period FY 1984 
through FY 1988. The recommended 
updates are as follows: 


Base year began in 
fiscal year 

General 

update 

HCFA 

recom¬ 

mended 

addition¬ 

al 

adjust¬ 

ment 

HCFA 

recom¬ 

mended 

fiscal 

year 

1992 

update 

1982. 

2.9 


2.9 

1983.. 

2.9 

1.8 

4.7 

1984. 

2.9 

3.8 

6.7 

1985... 

29 

6.0 

89 

1986... 

2.9 

3.9 

6.8 

1907_ 

2.9 

18 

4.7 

1988 and later. 

2.9 


2.9 
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The Honorable Dan Quayle 
President of the Senate 
United States Senate 
Washington, DC 20510 

Dear Mr. President; 

I am hereby transmitting to the Congress the annual report of the Prospective Payment 
Assessment Commission as required by Section 1886(e)(3) of the Social Security Act as 
amended by Public Law 101-508. This report provides an overview of trends in Medicare 
spending and sites of care from 1980 to 1990. The report also contains 23 recommendations 
and addresses several additional concerns that reflect the Commission’s collective judgment 
about issues of substantial importance to beneficiaries, hospitals, other providers, and the 
Medicare program. 


Sincerely, 



Enclosure 


Stuart H. Altman, Ph D. 
Chairman 
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March 1, 1992 


The Honorable Thomas Foley 
Speaker 

United States House of Representatives 
Washington, DC 20515 





Dear Mr. Speaker: ^ 

»i \ 

I am hereby transmitting to the Congress the annual report of the Prospective Payment 
Assessment Commission as required by Section 1886(e)(3) of the Social Security Act as 
amended by Public Law 101-508. This report provides an overview of trends in Medicare 
spending and sites of care from 1980 to 1990. The report also contains 23 recommendations 
and addresses several additional concerns that reflect the Commission's collective judgment 
about issues of substantial importance to beneficiaries, hospitals, other providers, and the 
Vfedicare program. 


Sincerely, 



Enclosure 
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Executive Summary 


In this report for fiscal sear 1993. the Prospective 
Payment Assessment Commission (ProPAC) dis¬ 
cusses trends in Medicare spending for facility ser¬ 
vices and their implications. The Commission also 
presents 23 recommendations and addresses sever¬ 
al additional concerns regarding Medicare facility 
payment methods. This report reflects ProPAC's 
analysis and the collective judgment of its Com¬ 
missioners about issues of substantial importance 
to enrollees, hospitals, other providers, and the 
Medicare program. The report is made directly to 
Congress, although the Secretary of Health and 
Human Services (HHS) is required to respond to 
the Commission's recommendations. 

ProPAC's original mandate was to advise the 
Congress and the Secretary on the Medicare 
prospective payment system (PPS) for hospitals. 
The Commission continues to devote substantial 
effort to updating and improving policies for pay¬ 
ing hospitals under PPS as well as those that are 
excluded. However, ProPAC's responsibilities have 
expanded over time to include analyzing and devel¬ 
oping prospective payment pv)licies for all facility 
services furnished to Medicare beneficiaries. The 
Congress also has asked ProPAC to examine and 
report on broader issues regarding the effectiveness 
and quality of health care delivery in the United 
States. The expansion of ProPAC's responsibilities 
provides an opportunity for the Commission to 
examine the interrelationships among alternative 
facility payment policies and to improve policies so 
that an appropriate continuum of care at a reason¬ 
able level of spending is encouraged. 

MEDICARE SPENDING AND SITES 
OF SERVICE 

When Medicare began, most covered services 
were provided in acute care hospitals and physi¬ 
cians' offices. But as the Medicare program 
added new' benefits, and as medical practice pat¬ 
terns changed and new technological capabilities 
were developed, the number and types pf ser¬ 
vices provided in outpatient and other .settings 
have increased. Inpatient hospital services con¬ 
tinue to account for the largest share of health 


care spending, although that share is diminish¬ 
ing. An increase in the delivery of services in 
other sites has been encouraged by Medicare 
policies and payment incentives. As a result, new 
providers, facilities, and sites of cane have grown 
rapidly, as has Medicare spending for services 
furni.shed outside the hospital. 

Medicare payment policies are specific to the 
type of facility in which a service is prov ided. As 
sites of care have emerged. Medicare has devel¬ 
oped payment policies for some new categories of 
providers. The Commission is responsible for ana¬ 
lyzing current and proposed prospective pa>ment 
policies for inpatient hospitals paid under PPS. 
PPS-excluded hospitals and distinct-part units, hos¬ 
pital outpatient services, skilled nursing facilities 
(SNFsI. home health agencies, and renal dialysis 
facilities. 

Among the other sites of care that Medicare 
does not specifically recognize for facility pay¬ 
ment are ambulatory care centers, diagnostic 
imaging centers, lithotripsy centers, and outpa¬ 
tient psychiatric clinics. For payment purposes, 
these sites are often treated as physicians’ offices 
or as physician-directed clinics. Thus, the covered 
services provided in these facilities are paid for 
according to Part B rules for physician and other 
ambulatory services. 

Many services can be furnished in alternative 
settings, so payment policy for one type of facilitv 
may affect utilization and spending in others. A 
comparison of the rate of increase in spending 
across facility types suggests that the current frag¬ 
mentation and inconsistency of Medicare pavment 
policies across facilities and settings may be con¬ 
tributing to accelerating program expenditures. 
Between 1980 and 1990. spending perenrollee for 
hospital services rose 28 percentage points more 
than general inflation. Real spending per enrollee 
at other facilities recognized by Medicare 
increased 170 percent. Real Medicare expendi¬ 
tures per enrollee for physician services climbed 
84 percent. This includes payments for many ser¬ 
vices provided in facilities not paid separatelx by 
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Medicare. A 20 percent growth in Medicare 
enrollees during the 1980s contributed to an 89 per¬ 
cent real increase in total program expenditures. 

Medicare spending for inpatient hospital services 
is still the program's largest single expenditure 
category, totaling almost $S9 billion in 1990. 
Because the growth in spending for inpatient hospi¬ 
tal services was slower than that for other types of 
facility and physician services, the proportion of 
Medicare spending on inpatient services fell from 
67 percent in 1980 to 54 percent in 1990. At the 
same time, the share of Medicare spending on other 
recognized facilities increased from 10 percent to 
19 percent. 

The relatively slow increase in Medicate inpa¬ 
tient spending was due in part to the implementa¬ 
tion of PPS. Before PPS. hospitals were reimbursed 
for the costs they incurred. Since the third year of 
PPS. payments per discharge have increa<>ed sub¬ 
stantially less than operating costs per discharge. 

Utilization changes have a major influence on 
Medicare spending patterns. The proportion of 
Medicare enrollees receiving services increased 
from 63 percent to 78 percent between 1980 and 
1989. The proportion of Medicare enrollees using 
inpatient hospital services fell from 23.7 percent to 
19.2 percent in the same period. The fall-off in 
admissions occurred in PPS hospitals: admissions 
to PPS-excluded hospitals and distinct-part units 
rose rapidly. Utilization of post-acute services in 
SNFs. rehabilitation hospitals, and home health 
care agencies also increased. Thus, the relatively 
slow growth in Medicare spending for inpatient 
acute care services and the large increases in 
spending for outpatient and other facility services 
resulted in part from a shift in the site of care. 
Increases in the number of services provided per 
beneficiary also contributed to higher expenditures. 

Changes in the use of health care services, 
including the shift to outpatient settings, contribut¬ 
ed to a nearly 20 percent increase in the average 
complexity of Medicare cases treated in PPS hospi¬ 
tals. These changes also led to a substantial 
increase in hospital outpatient utilization, with 46 
percent of Medicare enrollees receiving these ser¬ 
vices in 1989. compared with 28 percent in 1980. 
Utilization of SNF services grew as well, peaking 
during 1988 and 1989 due to clarification of 


coverage rules and improved benefits under the 
Medicare Catastrophic Coverage Act of 1988 
(MCCA). SNF utilization declined following the 
repeal of the Act in 1990. although it remained 
above pre-MCCA levels. The use of home health 
care agency services rose sharply during the early 
1980s. but leveled off in the mid-1980s. Home 
health visits have been climbing since coverage 
criteria were clarified in 1989. The number of ben¬ 
eficiaries receiving dialysis for end-stage renal dis¬ 
ease (ESRD) doubled during the 1980s. and annual 
admissions to hospices rose steadily after the intro¬ 
duction of the hospice benefit in 1984. reaching 
100.000 in 1990. 

Changes in facility capacity mirrored those in 
utilization patterns. The number of PPS-eligible 
hospitals and beds both declined every year from 
the introduction of PPS in 1983 to 1990. Because 
total inpatient days fell even more rapidly, however, 
excess inpatient capacity increased. By contrast, 
the number of PPS-excluded hospitals rose, w ith 
psychiatric and rehabilitation hospitals and distinct- 
part units showing the largest growth. The number 
of outpatient facilities participating in Medicare 
also jumped dramatically after PPS was introduced. 
Ambulatory surgical centers (ASCs) rose 670 per¬ 
cent. while the number of home health agencies 
grew by 22 percent. 

’ Payment methods and payment rates can vary 
when the same service is provided at different sites, 
thus influencing utilization. Hospitals paid under 
PPS receive a prospectively determined payment, 
based on patient diagnosis. Payment to PPS- 
excluded hospitals, on the other hand, is based on 
the hospital’s own historical costs, trended forward. 
Skilled nursing facilities and home health cure 
agencies are paid reasonable costs, subject to 
certain limits. Ambulatory services generally are 
covered under Part B of Medicare. For services 
provided in Medicare-recognized facilities, pay¬ 
ments are made separately to the facility and to 
physicians. Ambulatory surgical centers and dialy¬ 
sis facilities are paid a prospective rate. Indepen¬ 
dent clinical laboratories are paid according to a fee 
schedule. Payment to most other Medicare- 
recognized outpatient facilities is based on either 
reasonable costs or reasonable charges. 

The variation in payment methods and rates tor 
the same service at different sites may introduce 
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inappropriate financial considerations into the clin¬ 
ical decisionmaking process. It may also con¬ 
tribute to the growth in service capacity and 
encourage inappropriate use of services. The Com¬ 
mission believes that Medicare payment policies 
should be designed to provide consistent financial 
incentives and appropriate payment amounts 
across the different types of providers and practi¬ 
tioners. Related to this. ProPAC believes that the 
payment systems should promote quality of care 
throughout an episode of illness. Thus, incentives 
created by Medicare payment policies should be 
consistent with the goals of ensuring both access 
to appropriate high-quality care throughout an epi¬ 
sode of illness and cost-efficiency of the care 
delivered. 

The interaction of payment policies for inpatient 
and outpatient services directly affects both where 
those services are provided and their quality. 
Because of this, incremental policy changes cannot 
be evaluated in isolation. Rather, efforts to alter 
and improve PPS need to be considered in the 
broad context of the entire system. The recommen¬ 
dations in this report are consistent with these 
beliefs. 

SUMMARY OF THE 
RECOMMENDATIONS 

In Chapter 2, ProPAC presents 23 recommenda¬ 
tions for updating and improving Medicare pay¬ 
ment policies. The Commission also comments on 
other issues of importance to the Medicare pro¬ 
gram that may require action in the near future. 
ProPAC believes these proposed changes are nec¬ 
essary for maintaining access to high-quality 
health care, encouraging hospital productivity and 
cost-effectiveness, and permitting the adoption of 
innovative and appropriate technological 
advances. The Commission developed its recom¬ 
mendations by setting priorities, analyzing infor¬ 
mation. and deliberating on the implications of 
alternative policies. ProPAC also pays close atten¬ 
tion to the concerns of the Congress, the Adminis¬ 
tration, health care providers, third-party payers, 
enrollees, and the public. The recommendations 
are offered to comply with the Commission’s 
statutory mandate and to contribute to an 
informed, open debate about hospital payment pol¬ 
icy and the Medicare program. For fiscal year 
1993, ProPAC focused on six broad areas: 


• Updating PPS payments. 

• Adjusting the payment system. 

• Updating and adjusting payments to PPS- 
excluded hospitals and distinct-part units. 

• Updating payments to dialysis facilities. 

• Improving hospital outpatient payment policy, 
and 

• Improving skilled nursing facility payment 
policy. 

Updating PPS Payments-The Commission rec¬ 
ommends fiscal year 1993 updates equal to the 
increase in the Health Care Financing Administra¬ 
tion’s (HCFA)PPS market basket minus 1.45 per¬ 
centage points for hospitals in urban areas and 
market basket minus 0.45 percentage points for 
hospitals in rural areas. Based on current HCFA 
projections, these updates are 3.05 percent and 4.05 
percent, respectively. The average update is market 
basket minus 1.3 percentage points, or 3.2 percent. 

The update recommendation combines five com¬ 
ponents. First, the fiscal year 1993 HCFA market 
basket is forecasted to increase 4.5 percentage 
points. Second, 0.2 percentage points are added to 
better reflect the increases in hospital labor costs 
that are not adequately measured in HCFA’s market 
basket. Third, an adjustment of -0.8 percentage 
points for errors in the fiscal year 1991 market bas¬ 
ket forecast is made. Fourth, a net discretionary 
adjustment factor (DAF) of zero reflects the Com¬ 
mission’s judgment that scientific and technological 
advancement should be funded out of productivity 
gains. Fifth, a -0.7 percentage point adjustment for 
case-mix change offsets the estimated extra rev¬ 
enues hospitals received in fiscal year 1992 from 
case-mix index (CMI) increases that were not due 
to treating sicker patients. 

The Commission supports the phased elimina¬ 
tion of the differential between the standardized 
amounts paid to hospitals in rural areas and to 
those in urban areas with fewer than one million 
people. Therefore, an additional 0.85 percentage 
points should be added to the update for rural hos¬ 
pitals. and 0.15 percentage points should be sub¬ 
tracted from the update for ui^an hospitals. 






23850 


Federal Register / Vol. 57, No. 108 / Thursday, June 4. 1992 / Proposed Rules 


6 


For hospitals paid on the basis of a hospital- 
specific rate, the Commission recommends an 
update equal to the rural update of 4,05 percent. 

The update is only one source of the increase in 
total PPS payments to hospitals. Change in the 
case-mix index, which is estimated to rise 2.3 per¬ 
cent during fiscal year 1993. will also drive up pay¬ 
ments. As a result, the average increase in per case 
payments, including CMI change and all of 
ProPAC’s recommendations, is expected to be 5.6 
percent in fiscal year 1993. 

ProPAC believes there should ultimately be one 
payment for hospital inpatient operating and capital 
expenses. It therefore recommends the develop¬ 
ment of a single update factor for adjusting PPS 
operating and capital payments, consistent with the 
existing PPS operating update framework. This sin¬ 
gle update factor should be implemented for fiscal 
year 1994. 

Adjusting the Payment System-The current 
indirect medical education (IME) adjustment more 
than adequately compensates hospitals for the 
increased costs associated with teaching activity. 
However, the financial performance of major 
teaching hospitals, especially those that ser\'e a 
large share of low-income patients, is worse than 
that of other hospital groups. The Commission is 
concerned that the continued operation of these 
hospitals and the fulfillment of their unique role in 
the provision of health care might be impaired by a 
substantial immediate reduction of Federal support. 
The Commission therefore believes that gradual 
reduction of the IME adjustment to the appropriate 
level would be a prudent course of action. Thus, for 
fiscal year 1993. ProPAC recommends reducing the 
level of the IME adjustment from 7.7 percent to 7.0 
percent for every 10 percent increase in teaching 
intensity, with the savings from this reduction 
returned to disproportionate share (DSH) teaching 
hospitals through an increase in the DSH adjust¬ 
ment for these hospitals. 

Development of a single payment for operating 
and capital expenses would require a unified set of 
payment adjustments. ProPAC therefore recom¬ 
mends that, effective in fiscal year 1994. the indi¬ 
rect medical education and disproportionate share 
adjustments for capital payments should be made 
consistent with the IME and DSH adjustments for 


PPS operating payments. A single IME adjustment 
factor should be based on an evaluation of the rela¬ 
tionship between teaching intensity and combined 
Medicare operating and capital costs per case. To 
develop a consistent IME ^justment. the measure 
of teaching intensity used for operating pay¬ 
ments—the ratio of residents per bed—should also 
be used for capital payments. In addition, to devel¬ 
op a consistent DSH adjustment, the criteria used 
to designate disproportionate share providers for 
the DSH operating adjustment should be applied to 
capital. 

ProPAC has long believed that the current defini¬ 
tion of labor market areas used to make wage index 
adjustments to PPS payment does not accurately 
reflect actual labor market conditions. The need to 
improve these definitions, which are used to con¬ 
struct the area wage index under PPS. was under¬ 
scored by the recent geographic reclassification of 
more than 800 hospitals into different labor market 
areas. The Commission is working with HCFA and 
the American Hospital Association to develop by 
fiscal year 1994 an alternative approach to alleviate 
many of the problems inherent in the current defi¬ 
nitions. ProPAC recommends that Congress await 
the outcome of this effort before taking further 
action on labor market definitions. 

The Commission has been evaluating the impact 
of two alternative proposals for a major refinement 
of the diagnosis-related groups (DRG) patient clas¬ 
sification system. Both proposals appear to permit 
more accurate classification of patients under PPS. 
Thus, payments to hospitals could more accurately 
reflect cost differences due to variations in severity 
of illness and other factors. However, further study 
would be needed to reach a final judgment regard¬ 
ing whether any of the proposed modifications is 
desirable. The Commission welcomes the views of 
hospitals and other entities as it continues to evalu¬ 
ate these proposals. 

Medicare cases transferred out of one hospital 
and into another are paid a uniform per diem based 
on a DRG. up to the full DRG amount. In the Com¬ 
mission's view, these cases should be paid on a 
graduated per diem, up to the full DRG payment, in 
recognition of the higher costs associated with sta¬ 
bilization. evaluation, and surgery that generally 
take place early in a patient’s hospital stay. ProPAC 
also recommends further examination of whether 
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hospitals have the appropriate incentives to receive 
and transfer patients, particularly with respect to 
outlier payments and for recuperative care. 

The Commission has determined that current 
PPS payment policies provide adequate compensa¬ 
tion to hospitals that treat Medicare beneficiaries 
with hemophilia. Therefore, it does not recommend 
reinstatement of an add-on payment for the costs of 
blood clotting factor provided to hemophilia 
patients. 

ProPAC recommends that the Secretary evaluate 
and refine the current DRG assignment for patients 
with intractable epilepsy, particularly those receiv¬ 
ing neurodiagnostic monitoring. 

Medicare's Essential Access Community Hospital 
(EACH) Program is intended to encourage the 
development of rural regionalization plans with two 
levels of care. Rural primary care hospitals (RPCHs) 
will provide emergency and temporary inpatient 
care. Essential access community hospitals will act 
as full-service referral hospitals to the RPCHs. The 
program offers an option to hospitals that have 
recently closed or are considering discontinuing rou¬ 
tine inpatient care. The Commission supports this 
attempt to increase overall system efficiency without 
.sacrificing access to care, but believes that the cur¬ 
rent program’s focus is too narrow. Therefore, 
ProPAC urges the Secretary to waive some of the 
program requirements on an individual case basis to 
increase hospital participation and to gain additional 
experience with alternative policies. 

The Peer Review Organization (PRO) program 
should continue to track, at the case and facility 
levels, the care furnished Medicare beneficiaries, 
while developing the ability to monitor care at the 
regional and national levels. ProPAC therefore sup¬ 
ports the development of the nationally representa¬ 
tive Uniform Clinical Data Set (UCDS). However, 
it is concerned that monitoring quality of care at 
the case and facility levels will be deemphasized. 
The PROs should be funded at an appropriate level 
to allow them to perform all of these functions. 

Updating and Adjusting Payments to PPS- 
Excluded Hospitals and Distinct-Part Units-The 

Commission recommends fiscal year 1993 updates 
of market basket minus 0.4 percentage points for 
PPS-excluded hospitals and distinct-part units. In 
.-ddition. hospitals excluded from PPS before 1989 
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should receive a positive allowance. Based on 
HCFA's current projections, the update should be 
4.2 percent before adding the positive allowance. 

The update factor recommendation combines five 
components. First, the fiscal year 1993 HCFA PPS- 
excluded market basket is forecasted to increase 4.6 
percentage points. Second, 0.2 percentage points are 
added to better reflect the increases in hospital labor 
costs that are not adequately measured in HCFA’s 
market ba.sket. Third, an adjustment of -0.7 percent¬ 
age points for errors in the fiscal year 1991 market 
basket forecast is made. Fourth, a 0.1 percentage 
point allowance is recommended for scientific and 
technological advancement. Fifth, a positive 
allowance ranging from 2.1 to 6.9 percentage points 
should be given to hospitals excluded from PPS 
before 1989. This allowance reflects the difference 
between the market basket and the actual updates 
given in earlier years. 

Updating Payments to Dialysis Facilities-The 
Commission does not now have adequate data on 
which to base a recommendation concerning an 
appropriate update for ESRD composite rate pay¬ 
ments. It therefore urges the Secretary to expedite 
the development of the data necessary to evaluate 
the cost of providing dialysis services. 

Improving Hospital Outpatient Payment 
Policy-ProPAC believes that a prospective pay¬ 
ment system for outpatient services should be 
implemented. This system should ultimately 
include ail providers of outpatient .services. Reform 
of outpatient payment policies shbuld take into 
account the relationship between costs and services 
across inpatient and outpatient settings. This would 
imply that the eventual unit of payment .should be 
for a bundle of related services. At this time, how¬ 
ever, the unit of payment should be based on indi¬ 
vidual services. 

The outpatient payment system should avoid 
introducing inappropriate financial considerations 
into the clinical decisionmaking process. How-ever, 
it should reward providers for delivering cost-effec¬ 
tive quality care in the apprqjriate setting. ProPAC 
thus offers the following outpatient payment policy 
principles. First, the payment method for the techni¬ 
cal or facility component should be consistent 
across sites, but the payment rate should be adjusted 
to reflect cost differences that have societal benefit 
such as standby capacity or emergency capabilities. 
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Second, if services are included in the Medicare 
Volume Performance Standard (VPS) when deliv¬ 
ered in free-standing settings, they also should be 
included in the VPS when provided in hospital out¬ 
patient departments. Finally. Part B coinsurance for 
prospectively paid outpatient services should be 20 
percent of the payment amount Medicare allows, 
regardless of delivery site. 

To support development of prospective payment 
for outpatient services, a mechanism for periodic 
collection of procedure-specific cost data in free¬ 
standing settings should be implemented. The 
Commission supports the research being conduct¬ 
ed by the Physician Payment Review Commission 
(PPRC). and intends to work with both the Secre¬ 
tary and PPRC in assessing available data sources. 

ProPAC is concerned about lack of quality over¬ 
sight in the ambulatory care setting. The Secretary 
should enhance and further develop methods to 
assess the quality of care provided to Medicare 
beneficiaries in all outpatient settings. 

In light of the principles outlined above. ProPAC 
examined current payment policies for outpatient 
ambulatory surgery and radiology services. It rec¬ 
ommends that payment for ambulatory surgeries 
performed in the hospital outpatient setting should 
be fully prospective and based on national rates. 
The national rates, in turn, should be based on a 
revised classification system that applies to both 
free-standing and hospital-based ambulatory 
surgery facilities. The level of the national rates 
should be computed in a budget neutral fashion, 
using both average hospital costs and payments to 
free-standing ambulatory surgery facilities. The 
national rates should be updated annually, using an 
appropriate update factor. 

The Commission also recommends that payment 
for outpatient radiology services performed in the 
hospital outpatient setting should be fully prospec¬ 
tive and based on national rates. The payment rates 
should be computed in a budget neutral fashion, 
using both average hospital costs and the technical 
component of the Medicare Fee Schedule for 
physicians. The rates should be adjusted to reflect 
differences in labor costs and updated annually. 

Improving Skilled Nursing Facility Payment 
PoIicy-ProPAC believes it is inappropriate to use 


the current hospital wage index in calculating SNF 
cost limits. It recommends that the Secretary col¬ 
lect data on employee compensation and paid hours 
of employment for workers in nursing homes that 
receive Medicare patients. Using these data, the 
Secretary should develop a nursing home wage 
index to create cost limits for SNF payment. 

The current SNF payment methodology does not 
recognize differences in the costs of care provided 
to different types of patients. Medicare’s per diem 
payment for patients who require intensive nursing 
and rehabilitative care is the same as that for 
patients who require fewer resources. Since Medi¬ 
care beneficiaries often need more intensive nurs¬ 
ing care than other patients, the payment system 
creates financial disincentives for SNFs to treat 
Medicare beneficiaries. The Commission therefore 
supports the Secretary’s efforts to develop and 
implement a case-mix adjustment to Medicare SNF 
payments under the Multistate Nursing Home Case 
Mix and Quality Demonstration. 

RECOMMENDATIONS FOR 
FISCAL YEAR 1993 

Updating PPS Payments 

Recommendation 1: Amount of the Update 
Factor for PPS Hospitals 

For fiscal year 1993, the PPS standardized pay¬ 
ment amounts should be updated to account for the 
following factors: 

• The projected increase in the Health Care 
Financing Administration (HCFA) PPS market 
basket index, currently estimated at 4.5 per¬ 
cent; 

• An upward adjustment of 0.2 percentage 
points, to reflect the difference between the 
ProPAC and HCFA market baskets; 

• A correction for substantial error in the fiscal 
year 1991 market basket forecast of -0.8 per¬ 
centage points; 

• A net discretionary adjustment factor of zero: 
and 

• A net adjustment of -0.7 percentage points for 
case-mix change. 
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In addition, a positive adjustment of 0.85 per¬ 
centage points for hospitals in rural areas and a 
negative adjustment of 0.15 percentage points 
for hospitals in large urban and other urban areas 
should be made to reflect a continuation of the 
phase out of the differential in the standardized 
amounts between rural and other urban hospitals. 

Recommendation 2: Amount of the Update 
Factor for Hospitals Paid on the Basis of 
Hospital-Specific Rates 

The Commission believes that payments based 
on hospital-specific base-year costs for sole com¬ 
munity hospitals and for small rural Medicare- 
dependent hospitals should be updated by the same 
factor that applies to the PPS rate for rural hospitals. 

Recommendation 3; Updating Capital Payment 
Rates 

The Commission recommends that a single 
update factor be developed for adjusting PPS oper¬ 
ating and capital payment rales. The update frame¬ 
work should be consistent with that currently used 
by ProPAC to develop the PPS operating rate 
update recommendation, and should be put into u.se 
for fiscal year 1994. 

Adjusting the Payment System 

Recommendation 4: Level of Indirect 
Medical Education and Disproportionate 
Share Adjustments to PPS Operating Payments 

The Commission recommends that the indirect 
medical education adjustment to PPS operating pay¬ 
ments be reduced from its current level of 7.7 percent 
to 7.0 percent for fiscal year 1993. This reduction 
should be implemented in a budget neutral fashion, 
with the anticipated decrease in indirect medical edu¬ 
cation payments returned to teaching hospitals that 
are designated as disproportionate share providers 
through a conesponding increase in their dispropor¬ 
tionate share adjustment percentages. 

Recommendation 5: Consistency of 
Indirect Medical Education and 
Disproportionate Share Adjustments 
to PPS Capital and Operating Payments 

The Commission recommends that the same level 
of indirect medical education and disproportionate 
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share payment adjustments be applied to both oper¬ 
ating payments and the prospective component of 
capital payments, beginning in fiscal year 1994. 
Further. ProPAC believes that the methods of deter¬ 
mining these adjustments to PPS operating pay¬ 
ments should also be applied to capital payments. 
Therefore: 

• The measure of teaching intensity used for the 
indirect medical education adjustments should 
be defined in terms of the ratio of residents per 
bed. and 

• The criteria for designation as a disproportion¬ 
ate share provider should be based on urban or 
rural location and number of beds. 

These changes would better reflect the policy 
objectives of the Congress in defining and setting 
the levels of the payment adjustments. They would 
also be consistent with the principle of incorporat¬ 
ing capital into the PPS rate. 

Recommendation 6: Improvements in 
Labor Market Definitions 

The Commission believes that the current PPS 
labor market definitions need to be improved or 
replaced as soon as possible. Suitable alternative 
definitions, however, are not immediately avail¬ 
able. In cooperation with the American Hospital 
Association and the Health Care Financing Admin¬ 
istration, ProPAC is developing alternative labor 
market definitions that may alleviate many of the 
current problems. On the basis of this effort, the 
Commission hopes to be able to recommend sub¬ 
stantially revised labor market definitions for fiscal 
year 1994. 

Potential Major Refinements to the DRGs 

The Commission has recently completed a partial 
evaluation of the impact of alternative proposals for 
major refinement of the DRGs. The results indicate 
that these refinements would allow more accurate 
classification and payment for Medicare cases. Fur¬ 
ther study would be needed, however, to reach a 
final judgment regarding the desirability of any of 
the proposed modifications. Therefore. ProPAC is 
not recommending adoption of major changes at this 
time. The Commission is interest^ in the views of 
hospitals and other entities as it continues to assess 
the desirability and impact of these refinements. 
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Recommendation 7: Medicare Transfer Payment 
Policy 

Cases transferred out of a hospital should be paid 
based on a graduated per diem up to the full DRG 
payment to recognize the higher daily costs associ¬ 
ated with the first few days in a patient stay. In 
addition, outlier payment policy should be reexam¬ 
ined. particularly with respect to transfer cases 
received by a hospital. The Commission believes 
that hospitals are penalized by the current payment 
for transfers and that further examination of 
whether hospitals have the appropriate incentive to 
transfer patients, particularly with respect to recu¬ 
perative care, is warranted. 

Recommendation 8: Payment for Hemophilia 
Blood Clotting Factor 

The Commission believes that current PPS pay¬ 
ment policies are adequate to prevent significant 
payment inequities for hospitals that treat Medicare 
beneficiaries with hemophilia. Therefore. ProPAC 
does not recommend reinstatement of an add-on 
payment for the costs of blood clotting factor pro¬ 
vided to hemophilia patients. However, should the 
current situation change, the Commission may 
reevaluate this issue. 

Recommendation 9: Payment for Epilepsy Cases 

The current DRG assignment should be revi.sed 
to account for the resource requirements of patients 
with epilepsy receiving intensive neurodiagnostic 
monitoring. 

Recommendation 10: Essential Access 
Community Hospital Program 

The Commission recommends that the Secretary 
waive, on an individual case basis, some of the 
requirements for participation in the Essential Access 
Community Hospital Program. This would encourage 
increased hospital participation and allow the Secre¬ 
tary to gain additional experience with alternative poli¬ 
cies. Over time, policies should be expanded to target 
the larger group of hospitals that should continue to 
operate but offer limited, less specialized inpatient ser¬ 
vices. By refocusing these hospitals’ operations, the 
Commission believes that overall system efficiency 
may be improved without sacrificing access to care. 


PRO Review and Quality of Care 

The Commission believes the Peer Review 
Organization program should continue to monitor, 
at the case and facility levels, the care furnished to 
Medicare beneficiaries. Although the Commission 
commends the planned expansion of epidemiologic 
patterns of care studies using the Uniform Clinical 
Data Set. these more general analyses should not 
replace all case-level and facility-level quality 
review. Further, funding should be sufficient to 
allow PROs to perform case-level and facility-level 
review, as well as more general analyses of broad 
patterns of care. 

Updating and Adjusting Payments 
to PPS-Excluded Hospitals and 
Distinct-Part Units 

Recommendation II: Fiscal Year 1993 
Update Factor for PPS-Excluded 
Hospitals and Distinct-Part Units 

For fiscal year 1993, the target rate of increase for 
PPS-excIuded hospitals and distinct-part units should 
be updated to account for the following factors: 

• The projected increase in the HCFA PPS- 
excluded hospital market basket, currently 
estimated at 4.6 percentage points; 

• An upward adjustment of 0.2 percentage 
points, to reflect the difference between 
HCFA’s market basket and that recommended 
by ProPAC; 

• A correction for fiscal year 1991 market basket 
forecast error of -0.7 percentage points: and 

• An allowance for scientific and technological 
advancement of 0.1 percentage points. 

In addition, a positive allowance should be given 
to TEFRA providers that entered the program 
before fiscal year 1989, depending on the year on 
which their target rates were based. This allowance 
should reflect the difference between the actual 
updates given to their taiget rates in earlier years 
and the market basket for those years. It should 
result in aggregate payments that are budget neutral 
with respect to the legislated update. 
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Updating Payments to Dialysis Facilities 

Recommendation 12: Update Factor 
for Payments to Dialysis Facilities • 

The Commission is not recommending an 
increase in payments for dialysis services at this 
time. Currently, data are inadequate to assess the 
relationship between the payments and the costs 
of furnishing various types of dialysis services in 
different settings. The Commission recommends 
that HCFA expedite work necessary to complete 
its database of unaudited dialysis facility cost 
reports. In addition. HCFA should annually audit 
the cost reports of a representative sample of dial¬ 
ysis facilities and maintain a database with this 
information. 

Improving Hospital Outpatient Payment 
Policy 

Recommendation 13: Outpatient Payment 
Reform 

The Commission believes that a prospective 
payment system for outpatient services should be 
implemented. Outpatient facility payment reform 
should ultimately include all providers of outpa¬ 
tient services, such as hospitals, physicians' 
offices, and free-standing ambulatory surgical cen¬ 
ters. 

The same payment method should apply to tne 
facility or technical component of all services. The 
payment rate, however, should be adjusted to 
rellect Justifiable cost differences such as wages 
and case mix. Further, cost differences that have 
some societal benefit like, for example, standby 
capacity and emergency capabilities, should also be 
reflected in the payment rate. Where feasible, the 
unit of payment should be based on bundled related 
services. 

Recommendation 14: Medicare Volume 
Performance Standard 

Services provided in the hospital outpatient set¬ 
ting should be included in the Medicare Volume 
Performance Standard (VPS) to the extent that 
these .services are included when provided in other 
settings. Certain services, such as laboratory tests 
and therapy, currently are included in the VPS 
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when they are furnished in free-standing settings. 
The Commission believes that hospital-provided 
services should also be incorporated in the VPS. 
Their inclusion will make incentives to control vol¬ 
ume consistent across sites of care. 

Recommendation 15: Cost Data Collection for 
Outpatient Providers 

A mechanism for periodic collection of proce¬ 
dure-specific cost data in free-standing settings, 
including physicians’ offices and ambulatory sui^i- 
cal centers, should be implemented. 

Recommendation 16: Beneficiary Liability 

Beneficiary Part B coinsurance for hospital out¬ 
patient services that are paid for prospectively 
should be limited to 20 percent of the payment 
amount allowed by Medicare. 

Recommendation 17: Quality of Care 
in Outpatient Settings 

The Commission is concerned about the lack of 
Federal quality oversight in many ambulatory care 
settings. As more services are furnished in outpa¬ 
tient settings. ProPAC believes the Secretary 
should enhance existing methods and develop new 
ones to assess and monitor the quality of care pro¬ 
vided to beneficiaries in these .settings. 

Recommendation 18: Payment for Hospital- 
Provided Outpatient ASC-Approved 
Surgery 

The Commission believes that payments for 
ambulatory surgery performed in the hospital out¬ 
patient setting should be fully prospective based 
on national rates adjusted for area wage differ¬ 
ences. The payment rates should be established 
using average hospital costs and free-standing 
ASC payments. These rates should be computed in 
a budget neutral fashion; that is. aggregate spend¬ 
ing should neither increase nor decrease. National 
rates should be based on the classification system 
used to determine payments to free-standing 
ASCs. However, the Commission believes this 
classification sy.stem should be revised. The rates 
should be updated annually using an appropriate 
update factor. 
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Recommendation 19: Revision of the 
Classification System Used to Group 
Ambulatory Surgery Cases 

The Secretary should revise the classification 
system used to group ambulatory surgery cases for 
payment. Cases treated in both hospitals and free¬ 
standing ambulatory surgical centers should be 
used to establish the payment groups. 

Recommendation 20: Payment for Hospital- 
Provided Outpatient Radiology Services 

The Commission believes that payments for 
radiology services provided in the hospital outpa¬ 
tient setting should be fully prospective based on 
national rates adjusted for area wage differences. 
The payment rates should be established using 
average hospital costs and the technical component 
of the Medicare Fee Schedule for physicians. These 
rates should be computed in a budget neutral fash¬ 
ion; that is, aggregate spending should neither 
increase nor decrease. The national rates should be 
updated annually using an appropriate update factor. 

Recommendation 21: Payment Adjustments 
for Hospital-Provided, ASC-Approved 
Surgery and Radiology Services 

The Commission believes that national prospec¬ 
tive payment rates for ASC-approved ambulatory 
surgery and radiology services should be adjusted 
to reflect differences in labor costs. This adjust¬ 
ment should take into account the appropriate labor 
share and occupational mix of ASC-approved 
surgery and radiology services in the hospital 
outpatient setting. The Secretary should conduct 
additional research to determine whether other 
adjustments are warranted. 


Improving Skilled Nursing Facility Payment 
Policy 

Recommendation 22: Nursing Facility 
Wage Index 

The Secretary should collect data on employee 
compensation and paid hours of employment for 
nursing facilities that care for Medicare SNF 
patients. Once these data become available, the 
Secretary should develop a nursing facility wage 
index and use it to adjust Medicare SNF payments. 

Recommendation 23: Nursing Facility Case-Mix 
Adjustment 

The Commission believes that the payment sys¬ 
tem should recognize differences in the costs of 
care for different types of patients. Therefore, it 
supports the Secretary’s efforts to develop and 
implement a case-mix adjustment to Medicare SNF 
payments under the Multistate Nursing Home Ca.se 
Mix and Quality Demonstration. If the case-mix 
adjustment developed under the demonstration 
proves to be appropriate, it should be implemented. 
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Medicare Spending and 
Sites of Service 


The Medicare program today covers acute and 
post-acute care services provided in many different 
settings. When Medicare was enacted in 1965, the 
primary settings were acute care hospitals and 
physicians’ offices. This has been changing, how¬ 
ever. as the Medicare program has expanded and 
added benefits such as home health, hospice, and 
dialysis services. Changes in practice patterns and 
the development of new technological capabilities 
have also fostered the treatment of patients outside 
the hospital. All these factors have led to signifi¬ 
cant changes in how and where Medicare benefi¬ 
ciaries are treated. 

New providers, facilities, and sites of care have 
grown rapidly: in many instances, the same service 
can be provided in a variety of settings. Home 
health agencies, skilled nursing facilities (SNFs), 
and rehabilitation facilities often provide similar 
post-acute care services. In many cases, these ser¬ 
vices can be used to shorten and reduce the cost of 
a beneficiary's inpatient hospital stay. 

Spending for services delivered outside the hos¬ 
pital has increased markedly. Medicare payment is 
specific to the type of facility in which the service is 
offered. The payment meth^ for a cataract extrac¬ 
tion, for example, differs depending on whether the 
procedure is performed in an inpatient or outpatient 
hospital setting, a free-standing ambulatory surgical 
center (ASC), or a physician’s office. 

The current Medicare benefit and payment 
system, therefore, is made up of fragmented and 
sometimes inconsistent payment policies across the 
various facilities and settings. These policies may 
not encourage the most efficient use of resources or 
the most appropriate care. The coverage of and 
payment for services furnished by many new 
providers and facilities may make services for 


Medicare beneficiaries more accessible. On the 
other hand, the proliferation of facilities also con¬ 
tributes to the rapid growth in Medicare spending 
and may make it more difficult for beneficiaries to 
receive quality care at a reasonable price. 

The Prospective Payment Assessment Commis¬ 
sion’s (ProPAC) original mandate was to advise the 
Congress and the Secretary of Health and Human 
Services (HHS) on the Medicare prospective pay¬ 
ment system (PPS) for hospitals. This role has 
since expanded to include payment for ho.spital 
outpatient services, excluded hospitals and units, 
skilled nursing facilities, dialysis treatments for 
end-stage renal disease (ESRO) patients, and home 
health services. The broadening of ProPAC's 
responsibilities gives the Commission an opportu¬ 
nity to examine the interrelationship among alter¬ 
native facility payment policies and to devise 
policies that encourage an appropriate continuum 
of care at a reasonable level of spending. Only 
through a careful analysis of the complex array of 
providers, benefits, and payment methods can such 
policies be developed. 

This chapter gives an overview of the facilities 
that provide services to Medicare beneficiaries. It 
focuses on Medicare expenditures across the vari¬ 
ous facilities and explains the reasons for their 
growth. The first section reviews the types of 
facilities participating in the Medicare program. 
Medicare spending, utilization, and capacity. This 
discussion provides background on how the pro¬ 
gram has evolved over the past decade. The chapter 
then examines the reasons for Medicare spending 
growth by facility type, focusing on payment poli¬ 
cy and utilization effects. This is followed by a 
description of the relationship between utilization 
and spending trends by taking a broader look at 
how those forces interact and affect total Medicare 
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Table 1*1. Provider and Facility-Specific Payment Policies 


Provider/Facility 

Method of Payment 

Medicare-recognized Pad A providers* 

Hospitals (inpatieru) 

PPS and costs subject to TERRA limits 

Skilled nursing facilities 

Costs subject to kmits 

Home health agencies 

Costs subject to limits 

Hospice programs 

Cost-related prospective payment 

Medicare-recognized Pad B providers® 

Hospitals (outpatieot) 

Varies by service 

Comprehensive outpatient rehabilitation facilities 

Reasonable costs 

Rehabilitation agencies and clinics 

Reasonable costs % 

Other Pad B facilities recognized by Medicare 

Ambulatory surgical centers 

Prospective rate 

Dialysis faalities 

Prospective rate 

Cardiac rehabilitation faoirties 

Reasonable charge 

Iridependent clinical laboratones 

Fee schedule 

Physical and occupabonai therapy practices 

Reasonable charges subject to salary 
equivalency guidelines 

Rural health dmics 

Reasonable costs 


* Fof b*n«(ici»n«* with Pwt 8 but no Part A oooocag*. tom* at »>• mcvicm KimihoO by bioM ptowdbi* »fb covored M a Part 8 
benefit 

^ inckxtes ambulance and portable X-ray suppaera 
SOURCE: Information compiled by ProPAC 


expenditures and patterns of care. The chapter ends 
by highlighting Commission activities related to 
developing and refining prospective payment for 
these various facility-based providers. 

FACILITIES INVOLVED IN MEDICARE 

Medicare beneficiaries receive services in a vari¬ 
ety of facilities (see Table l-l). This section focuses 
on the major types of facilities included in the 
Commission's mandate: inpatient hospitals paid 
under PPS. hospitals and units excluded from PPS, 
outpatient hospital care, skilled nursing facilities, 
home health agencies, and renal dialysis facilities. 
In addition, the section examines changes in spend¬ 
ing for independent laboratory, hospice, and physi¬ 
cian services. Although Medicare recognizes a 
number of other facilities and providers for pay¬ 
ment, they are not discussed here since they 
account for relatively low expenditures, and data 
on them are limited. 

There are many additional sites of care that 
Medicare does not recognize for facility payment, 
but where specific services furnished are covered 
under Part B rules (see Table 1-2). In these cases, 
the facility does not have to meet conditions of pro¬ 
gram participation. Many of these sites of care are 


treated as physicians’ offices or physician-directed 
clinics. 

Medicare Spending 

Medicare spending continues to rise at near double¬ 
digit rates, despite a decade of intensified attempts 
at cost control. Medicare Part B expenditures for 
physician and other ambulatory services have 
grown much faster than spending under Part A. 
which covers hospitals and some other facility ser¬ 
vices. Between 1980 and 1990, Part B spending 
increased by more than 280 percent, while spend¬ 
ing under Part A rose by about 160 percent. By 
contrast, general inflation in the U.S. economy dur¬ 
ing that period was 57 percent. 

Between 1980 and 1990, total Medicare spend¬ 
ing per enrollee increased by 147 percent. The 28 
percent growth in spending per enrollee. adjusted 
for inflation, was much less in inpatient hospitals 
than in other settings (see Figure l-l). Real growth 
in spending per enrollee increased fastest in other 
facilities recognized by Medicare (SNF. home 
health agencies, hospices, outpatient facilities, and 
clinical laboratories), a cumulative 170 percent 
between 1980 and 1990. The real growth in physi¬ 
cian spending per enrollee was about 84 percent. 
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Table 1-2. Sites of Care Without Specific Medicare Policies 


Type of Provider 

Major Services Offered 

Ambulatory care centers 

Primary urgent care, occupational medicine, diagnostic imaging, 
rehabititation/sports medicine, psychiatric treatment, substance abuse 
treatment 

Diagnostic imaging centers 

X-ray. mammography, ultrasound, magnetic resonance imaging, 
computerized axial tomography scans 

Cancer centers: comprehensive 
radiation oncology 

Radiation therapy, chemotherapy, cancer screening and prevention, 
patient education, rehabilitation 

Women s centers 

Mammography, breast services, premenstrual syndrome care, diabetes 
care/education, pap smear 

Lithotripsy centers 

Extracorporeal shock wave lithotripsy for kidney stone removal 

Outpatient psychiatric clinics 

Psychiatric treatment, medication monitoring, substance abuse 
treatment, suicide counseling 

Pam clinics 

X-ray, psychological testing, laboratory tests, physical examinations, 
drug therapy, physical therapy 


■-'fM 


SOURCE: Protect HOPE under oontrect to ProPAC. 

The change in the growth of Medicare spending 
has shifted the proportion of expenditures account¬ 
ed for by hospitals and other services. In 1980, 
about 67 percent of Medicare spending was for 

Figure 1-1. Cumulative Growth in Real 
Medicare Spending Per 
Enrollee, 1980-1990 
<ln Percent) • 



inpatient hospital services. 23 percent was for phy¬ 
sician services, and 10 percent was for other pro¬ 
gram benefits (see Figure 1-2). By 1990. only 54 
percent of Medicare spending was for inpatient 
hospital services, and 27 percent was for physician 
services. Other services accounted for 19 percent of 
total Medicare spending. 

Spending for inpatient hospital services is still 
by far the largest single expenditure category in 
Medicare, totaling almost $59 billion in 1990 (see 
Table 1-3). The growth in spending for inpatient 

Figure 1-2. Total Medicare Spending, by 
Type of Facility or Service, 

1980 and 1990 (in Percent) 


1980 


1990 


Other facilities* Physician 

« > Inpatient hospital 

'Other facilities mciude outpatient hospttais and other mcHidect 
providers. sKHled nursmg tacikties. home health agencies, 
hospices, and independent laboratories. 


Physician 
23% 


Other 

Medicare 

10 % 



Inpatient 

hospital 

67% 


Physician 

27% 


Other 

Medicare 



Inpatient 

hospital 

54®o 


SOURCE; Health Care Financing Administration. 
Office of the Actuary 


SOURCE; Health Care Financing Administration. Office of the Actuary. 
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Table 1-3. Estimated Medicare Benefit Payments, by Type of Service. 1980-1990 

_ Part A _ Part B 

Total Medicare Inpatient Skilled Nursing Home Health Agency* Physician • Outpatient 


Payments Percent Payments Percent Payments Percent Payments Percent Payments Percent Payments Percent 
Year (in Billions) Change (In Billions) Change (In Billions) Change (In Billions) Change (In Billions) Change (In Billions) Change 


1960 

$36 5 


$244 


$0.4 


$0.8 

X 

$8.5 


$2.0 


1981 

43.7 

19.8% 

29.2 

19.7% 

0.5 

9.5% 

1.1 

29.1% 

10.1 

19.5% 

24 

19.2% 

1982 

51.2 

17.3 

33.8 

15.7 

0.5 

9.3 

14 

30.9 

12.2 

20.2 

28 

19 1 

1983 

581 

13.5 

37.6 

11:2 

0.5 

6.7 

18 

28.3 

14.3 

17.2 

33 

16.4 

1984 

646 

11.5 

41.9 

11.4 

0.6 

69 

2.1 

19.0 

156 

9.7 

38 

14.2 

1985 

699 

7.9 

44.3 

5.7 

06 

2.9 

2.2 

5.3 

17.2 

9.8 

44 

16.8 

1986 

75.4 

78 

458 

3.5 

06 

0.2 

22 

1.0 

196 

14.0 

53 

20.1 

1987 

81.7 

8.4 

48.0 

4 7 

0.6 

90 

22 

-0.5 

222 

13.3 

62 

17.7 

1988 

88.9 

88 

506 

5.9 

1.0 

51.7 

2.4 

85 

24.5 

10.5 

70 

13.1 

1989 

100.0 

12.5 

55.0 

8.3 

34 

258.1 

3.0 

242 

27.1 

10.5 

76 

8.3 

1990 

1084 

8.4 

589 

7.1 

2.4 - 

•29 3 

44 

46.8 

29.4 

85 

85 

11.3 


Hcf» Paymerits reponed her« are incurred expenditures rather than outlays. 

* includes Pad B home health agency expenditures 

SOURCE Health Care Financing Admmviration. Office of the Actuary 

hospital services, however, has been much slower 
than that for other facilities. Although data on 
spending by type of inpatient facility (PPS short 
stay or excluded provider) are limited, growth in 
spending was probably faster in excluded hospitals 
because the number of Medicare discharges from 
these providers increased substantially between 
1985 and 1988. while discharges declined for short 
stay facilities. Excluded hospitals accounted for 
about 8 percent of Medicare inpatient spending in 
1990.' 

Spending for outpatient hospital care and other 
facilities rose by more than 325 percent between 
1980 and 1990, from $2.0 billion to $8.5 billion. 
Much of this increase was due to a shift in site of 
service delivery. Cataract surgery, which in the 
early 1980s was performed almost exclusively in 
the inpatient setting, is illustrative. By 1990. 
cataract surgery was performed almost exclusively 
in outpatient settings. 

Spending for SNF care climbed from $0.4 billion 
in 1980 to $2.4 billion in 1990, a 500 percent 
increase. The rise was most pronounced in 1988 
and 1989. Home health agency spending also rose 
markedly between 1980 and 1990. In 1980. it 
totaled about $0.8 billion, but by 1990 had 
increased by almost 450 percent, to $4.4 billion. 
Home health agency spending was the fastest 
growing part of the Medicare program in 1990. 


Spending for hospice services was just over 
$350 million in 1990—a marked increa.se since the 
benefit was first introduced in 1984. The magni¬ 
tude of this spending is quite small, however, com¬ 
pared with expenditures in other parts of Medicare. 

In 1989, spending for dialysis .services totaled 
$1.2 billion, with increases averaging 8.7 percent 
annually between 1984 and 1989.- The yearly 
increase in spending for dialysis treatment has been 
much more constant than that for other facilities 
due largely to greater numbers of patients sers ed. 

Specific data on spending in other Medicare- 
approved facilities are available only for indepen¬ 
dent laboratories. Expenditures for these 
laboratories rose dramatically between 1980 and 
1990. spiraling more than 1.000 percent from $139 
million to $1.5 billion. 

Medicare spending for physician services totaled 
almost $30 billion in 1990, an increase from S8.5 
billion in 1980. Although the growth in this spend¬ 
ing category sloWd in the latter part of the decade, 
it was still substantially faster than that for inpa¬ 
tient hospital services and more than twice the 
increase in general inflation. Real spending per 
enrollee rose by 84 percent during the 1980s. 
Spending controls placed on physicians, such as 
physician fee freezes, may have had some elYect on 
the slower growth seen by the end of the decade. 
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Table 1-4. Trends in Medicare Enrollment,!980- 


1991 (In Millions) 


Year* 


Number of People 

Total 

Aged 

Disabled 

1960 

28.5 

25.5 

3.0 

1981 

29.0 

26.0 

3.0 

1982 

29.5 

26.5 

3.0 

1983 

30.0 

27.1 

2.9 

1984 

30.5 

27.6 

29 

1985 

31.1 

28.2 

2.9 

1986 

31.7 

28.8 

3.0 

1987 

32.4 

29.4 

3.0 

1988 

33.0 

299 

3.1 

1989 

33.6 

304 

3.2 

1990 

34.2 

30.9 

3.3 

1991® 

35.0 

31.6 

3.4 


* At ol July o< specified yea/. 


^ Estimated 

SOURCE. Heattti Ca/e Financing Administration. j of Data Management 
and Strategy, and the Office ol the Actuary. 

Medicare Facility Utilization 

Utilization trends for Medicare services in the 
different sites are related to two basic factors: 
changes in the number of Medicare enrollees. and 
changes in treatment patterns due to new technolo¬ 
gies and physician practice styles. The interaction 
of these two factors helps explain a major portion 
of spending growth. 

Between 1980 and 1990, Medicare enrollment 
increased by about 20 percent to 34.2 million (see 
Table 1-4). The rise in the number of enrollees, 
however, generally affects spending growth in ail 
parts of the program equally, contributing about 2 
percent annually. 

Changes in the proportion of beneficiaries using 
services are more important in explaining some of the 
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variations in spending trends. Changing utilization is 
due to several factors. Among these are population 
aging, a greater supply of services and 
technological capabilities, and practice pattern 
changes. The percentage of enrollees receiving ser¬ 
vices under Medicare each year grew from 63 percent 
to 78 percent between 1980 and 1989 (see Table I -5). 

Spending growth for inpatient hospital services 
probably would have been much larger were it not 
for a decline in inpatient admissions and length of 
stay. The fall in inpatient use. however, was associ¬ 
ated with a substantial increase in outpatient uti¬ 
lization. The decrease in length of .stay coincided 
with greater utilization of SNFs. rehabilitation hos¬ 
pitals and units, and home health care agencies for 
post-acute care services. 

Hospital admissions for those 65 and over 
decreased during the first three years of PPS. Since 
1987, admissions have increased, but not as fast as 
the number of Medicare enrollees. The proportion of 
Medicare enrollees using hospital services fell from 
23.7 percent in 1980 to 19.2 percent in 1989. an aver¬ 
age annual decline of 2.3 percent. Overall, Medicare 
inpatient hospital utilization per enrollee has contin¬ 
ued to drop, but much more slowly than between 
1984 and 1986. Admissions to excluded hospitals 
and units, by contrast, increased substantially in the 
1980s, rising by 43 percent between 1985 and 1988. 

Medicare utilization of hospital outpatient ser¬ 
vices has increased notably. In 1980, 27.5 percent of 
Medicare enrollees used hospital outpatient facili¬ 
ties, compared with 45.8 percent in 1989. Higher 
outpatient utilization was due to the development of 
new technologies and changes in practice patterns, 
as has been noted. These caused a shift in services 


Table 1-5. Aged and Disabled Persons Served by Medicare, 1980-1969 (Per 1,000 Enrollees) 


Type of Coverage/Provider 



Persons Served 



Average Annual 
Percent Change 
1980-1989 

1980 

1982 

1984 

1986 

1988 

1989 

Total 

633.2 

638.2 

681.3 

726.9 

761.7 

778.9 

2.3% 

Hospital Insurance (Part A) 

240 6 

251.4 

239 9 

211.0 

207.6 

2062 

-17 

Inpatient hospital 

237.1 

243.5 

229.0 

203.2 

197 5 

192.3 

-2.3 

Skilled nursir>g facility 

9.2 

8.7 

10.0 

9.7 

11 9 

19.3 

8.6 

Home health agency 

25.9 

39.7 

49.9 

50.3 

48.8 

51.0 

78 

Supplementary Medical Insurance (Part B) 650.5 

653.5 

697.5 

748.9 

789.6 

8103 

25 

Physician 

629.9 

696.1 

674.8 

725.9 

768.7 

792.6 

26 

Hospital-provided outpatient services 

275.1 

297.3 

332.2 

399.6 

447.6 

458.1 

58 


Note: Rates based on enrollment Pan A, Pan B or both, as appropriate. 


SOURCE; Health Care Financing Admmtsiration, Bureau of Data Management and Strategy 
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from inpatient to outpatient settings, as well as an 
absolute growth in the number of services provided. 
The movement from inpatient to outpatient settings 
was further encouraged by Medicare policies and 
payment incentives. 

Utilization also increased substantially for SNFs 
and home health agencies. In 1989. 1.9 percent of 
Medicare enrollees used skilled nursing facilities, 
compared with 0.9 percent in 1980. The number of 
covered days for SNF care increased markedly in 
1988 and 1989, due largely to the clarification of 
coverage guidelines by the Health Care Financing 
Administration (HCFA) and to the Medicare Catas¬ 
trophic Coverage Act of 1988 (MCCA). Utilization 
in 1990 declined from 1989 levels owing to repeal 
of the Act. but remained much higher than before 
the legislation was passed. The number of benefi¬ 
ciaries receiving SNF care continued to expand, 
however. 


Medicare admissions to hospice programs have 
continued to increase since the hospice benefit was 
created in 1984. In fiscal year 1990, slightly more 
than 100.000 beneficiaries were admitted to these 
programs. The number of Medicare beneficiaries 
undergoing dialysis treatment doubled between 1980 
and 1990 due to expanded medical indications. 

The proportion of beneficiaries using physician 
services grew at a slower rate than for other facility 
services. 2.6 percent annually. However, almost 80 
percent of enrollees used physician services in 
1989. making this the most widespread benefit. 

Facility Capacity 

Increased total spending for certain types of 
facilities is partly explained by the greater number 
providing Medicare-covered services (see Table 1 - 
6). This has a major effect on enrollees* access to 
and utilization of ^ese services. 


Use of home health agency services increased 
from 2.6 percent of enrollees in 1980 to 5.1 percent 
in 1989. There was a decided rise in home health 
visits through the early 1980s, although visits 
decreased in the 1985 through 1987 period. The 
early growth was due to the Omnibus Budget Rec¬ 
onciliation Act (OBRA) of 1980, which allowed 
more home health agencies to participate in the 
program. Recent growth in utilization is due partly 
to changes in coverage that expanded the number 
of beneficiaries covered and broadened the scope 
of home health agency care. 


The number of short stay hospitals and beds has 
fallen every year since 1983. In 1990. there were 
92I.4(X) hospital beds, compared with slightly more 
than a million in 1983, a decline of 8.2 percent. 
Hospital admissions, however, decreased more 
rapidly; thus, excess capacity was substantially 
greater in 1990 than in 1983. While the number of 
short stay PPS-eligible hospitals has declined, the 
number of excluded hospitals has increased 
substantially. In 1990, there were 57 percent more 
excluded psychiatric hospitals and 173 percent more 
excluded rehabilitation hospitals than in 1984. 


Table 1-6. Medicare Participating Facilities and Suppliers, 1980-1990 


Facilrty/Supplief 

1980 

1982 

1984 

1986 

1988 

1990 

Average 

Annual 

Percent 

Change 

Hospita}$ 

6,777 

6.742 

6.675 

6.720 

6.715 

6,520 

-0.4% 

Short stay 

6.104 

6.070 

6.038 

5.994 

5,856 

5.549 

-0.9 

Long stay 

673 

672 

637 

726 

859 * 

971 

37 

Skilled nursing facilities 

5,052 

5.408 

5,952 

6,897 

7.379 

8,937 

5.9 

Home health agencies 

2,924 

3.415 

4.684 

5,978 

5,769 

5,730 

7.0 

Independent laboratories 

3,447 

3.581 

3,801 

4,138 

4.487 

4.879 

' 3.5 

Outpatient physical therapy providers 

419 

' 603 

791 

907 

1.030 

1,195 

11.0 

Portable X-ray suppliers 

216 

251 

269 

347 

395 

443 

7.4 

Rural health dinics 

391 

419 

420 

432 

459 

551 

3.5 

Comprehensive outpatient rehabilftation facilities 


— 

48 

96 

141 

186 

25.3 

Ambulatory surgical centers 

— 

— 

155 

574 

852 

1,197 

40.6 

Hospices 

— 


108 

268 

449 

825 

40.3 

Facilities providing services to ESRD beneficiaries 

999 

1,197 

1.335 

1.463 

1,701 

1.992 

7.1 


SOURCE: Health Cut Financing Admnialraiian. Bmeau of Data Management and Strategy. 
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The supply of ambulatory services is growing 
rapidly. Although the specific number of facilities 
furnishing outpatient services is not readily avail¬ 
able. data on increases in physicians and other 
information illustrate this trend. One important 
type of free-standing ambulatory provider for 
Medicare is the ambulatory surgical center. In 
1990. there were 1.197 Medicare-participating 
ASCs—more than two and one-half times the 
number in 1985. Further, procedures performed at 
these centers rose almost 200 percent during this 
period, from fewer than 800.000 to more than 2.3 
million.J 

There have also been increases in nearly all 
types of other Medicare-eligible facility providers. 
The number of skilled nursing facilities furnishing 
services to Medicare beneficiaries climbed from 
5.052 in 1980 to 8.937 in 1990. or 77 percent. The 
number of home health agencies grew by 96 per¬ 
cent during this period; by 1990.5.730 home health 
agencies were participating in Medicare. The num¬ 
ber of hospices also rose substantially between 
1984 and 1990. largely because the benefit became 
a covered service in 1984. 

The number of facilities providing renal dialysis 
expanded by about 100 percent between 1980 and 
1990. The lai^est increase was among non-hospital 
renal dialysis facilities. 

As noted earlier, numerous new ambulatory sites 
of care have emerged recently, among them ambu¬ 
latory care centers, cancer centers, women’s health 
clinics, and outpatient psychiatry clinics. Physi¬ 
cians. hospitals, for-profit entrepreneurs, and other 
entities have entered this market. The numbers of 
these other providers are unknown, however. 

The supply of physicians also grew markedly 
over the decade. In 1980. there were about 468.000 
physicians, compared with more than 600.000 in 
1989. an increase of 28 percent. In contrast, the 
U.S. population grew by a little more than 9 per¬ 
cent. 

REASONS FOR THE GROWTH IN 
MEDICARE FACILITY AND 
NONFACILITY SPENDING 

Growth in Medicare spending across facilities 
has been influenced by a combination of factors: an 
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increase in the beneficiary population, changes in 
utilization and in sites of care, and inflation. 
Changing practice panems and treatment protocols 
also have had an effect. The largest component of 
Medicare spending, inpatient hospital services, has 
seen the smallest growth, while spending in other 
types of facilities has accelerated more rapidly. 
Lower rates of growth for inpatient services and 
higher growth rates in other settings are also par¬ 
tially the result of different Medicare policies to 
control expenditures. This section describes spend¬ 
ing trends observed in each of the major types of 
Medicare facilities. 

Inpatient Hospital 

Since fiscal year 1984. payments to short stay 
hospitals have been based on patient diagnosis. 
There are about 490 diagnosis-related groups 
(DRGs) for payment purposes. Payment rates are 
increased annually based on an update factor set by 
the Congress. The updates have been les.s than the 
per unit increase in costs for inpatient hospital ser¬ 
vices, which has helped constrain the growth rate 
in Medicare inpatient hospital spending. Under 
PPS, a hospital generally knows in advance what it 
will receive in payment for the services it provides, 
unless-the ca.se is exceptionally costly or the stay Is 
much longer than normal. Before the advent of 
PPS, hospitals were paid on the basis of costs, sub¬ 
ject to certain limits. This payment method provid¬ 
ed minimal incentives for efficiency. 

Prospective payment coincided with significant 
changes in how hospitals provide care. A number 
of trends, such as reductions in length of stay and 
admission declines, were occurring even before 
PPS was implemented. In addition to the evolution 
of practice patterns, the growing use of post-acute 
services such as SNFs, home health care, and reha¬ 
bilitation hospitals may have occurred even w ithout 
implementation of PPS. 

Payment constraints have had a substantial influ¬ 
ence on spending growth for inpatient hospital ser¬ 
vices. However, payments per discharge increased 
dramatically during the first year of PPS because of 
the way that initial PPS rates were set and increases 
in the case-mix index (CMI). which is used to mea¬ 
sure the severity or amount of serv ice pro\ ided to 
patients (see Table 1-7). Growth in spending has 
been much lower since then, due to payment rate 






Federal Register / Vol. 57, No. 108 / Thursday, June 4, 1992 / Proposed Rules 


23865 


22 


updates that were below the rise in costs. The 
extent to which these payment constraints have sig¬ 
nificantly affected increases in the total cost of pro¬ 
viding services is unclear, however. In fact, 
hospital cost increases to furnish care have contin¬ 
ued to outpace both general inflation and the hospi¬ 
tal market basket, which measures the higher costs 
hospitals face to provide services. 

Changes in the hospital CMI directly affected 
spending growth. Between fiscal years 1984 and 
1990. the Medicare case-mix index rose by 19.2 
percent,due to the increasing complexity of patients 
or their treatments and coding practice changes. 
Greater patient or treatment complexity leads to 
higher resource costs. On the other hand, coding 
practice changes do not reflect higher costs, but do 
cause higher Medicare spending. 

Falling inpatient hospital utilization and chang¬ 
ing patterns of care—particularly the greater use of 
outpatient and post-acute care services—also have 
significantly affected Medicare spending. Lower 
utilization reduced aggregate spending increases 
for inpatient hospital services, but contributed to 
the notable increase in expenditures for other facili¬ 
ties. Changing the inpatient payment to a per case 
system provided incentives to increase utilization 
outside the hospital and decrease inpatient utiliza¬ 
tion. In turn, inpatient capacity, as measured by the 


i^umber of hospitals and beds, fell after 1983. How¬ 
ever, excess capacity, as measured by empty beds, 
remains at historically high levels. 

Total Medicare inpatient hospital payments rose 
by 40 percent between 1984 and 1990. Payment 
rate changes and case-mix increases contributed 
most to this growth. Utilization changes initially 
were responsible for decreasing spending growth 
and. later, for holding it close to the payment rate 
change. Admissions growth rates have been below 
historical levels since the implementation of the 
Tax Equity and Fiscal Responsibility Act of 1982 
(TEFRA) and PPS. This trend indicates a continu¬ 
ing shift to treating patients in other settings. 

PPS-Excluded Providers 

When PPS was implemented, certain facilities 
were excluded: rehabilitation and psychiatric hos¬ 
pitals and distinct-part units, as well as children's, 
long-term, and cancer hospitals.-* PPS-excluded 
providers are paid on the basis of each facility's 
historical costs trended forward, with a limit placed 
on the rate of increase in per case reimbursable 
costs. These target rate-of-increase limits, estab¬ 
lished by TEFRA. are updated annually. The target 
rate per discharge is derived from hospital-specific 
Medicare costs in a base year, which varies 
depending on when the facility was constructed or 
converted to a PPS-excluded category. The 


Table 1-7. Medicare Inpatient Hospital Utilization and Spending. 1980-1990 


Year 

Inpatient 
Admissions 
(In Thousands) 

Spending 

Per Admission 

Real Spending 

Per Admission* 

Total 

Inpatient Spending 
(In Millions) 

1980 

10.628 

$2,281 

$2,281 

$24,242 

1961 

11,118 

2,610 

2.388 

29.022 

1982 

11,309 

2,969 

2,556 

33.580 

1983 

11,595 

3,222 

2,665 

37.361 

1984 

11,350 

3,666 

2,914 

41,636 

1985 

10.681 

4.118 

3,166 

43.968 

1986 

10.232 

4.442 

3,330 

45.452 

1987 

10,160 

4.669 

3.361 

47.528 

1988 

10.229 

4.919 

3.416 

50,316 

1989 

10,167 

5,352 

3,556 

54.410 

1990 

10,262 

5.669 

3.606 

58,288 

Average annual 





percent change: 





1980-1985 

0 .1% 

12.5% 

6 .8% 

12.7% 

1985-1990 

-0.6 

6.6 

2.6 

5.6 


Noi«: Data excHittos ESW atvoNoM 
* 1960 doitars. 

SOURCE; Health Care Finaoemg AdrrwHstratioh. Office of the Actuary 
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payment mechanism provides, hospitals with an 
incentive to keep cost increases close to the target 
increase level. There are no incentives to keep 
increases below the target rate or to control vol¬ 
ume.* 

PPS-excluded facilities have proliferated since 
1984, but growth has not been uniform across all 
types of these providers (see Table 1-8). Those 
classified for payment as rehabilitation facilities 
grew most rapidly between 1984 and 1990. During 
this period, rehabilitation hospitals increa.sed 173 
percent, while rehabilitation distinct-pan units rose 
120 percent. Psychiatric facilities, which represent 
most PPS-excluded facilities, also have undergone 
rapid growth. Some existing psychiatric and reha¬ 
bilitation hospitals were not recognized initially as 
excluded facilities and later applied for excluded 
status, which helps explain this trend. 

Medicare discharges from most PPS-excluded 
facilities grew steadily from 1984 to 1988 (see 
Table I -9). Most Medicare discharges from PPS- 
excluded facilities in 1988 were from psychiatric 
providers (63 percent of total PPS-excluded dis¬ 
charges). Rehabilitation providers treated about 33 
percent of discharges from excluded facilities. The 
rest were treated at children's, long-term, and can¬ 
cer hospitals. Distinct-pan units, especially rehabil¬ 
itation units, experienced the fastest growth in 
number of discharges during this period. The 
majority of beneficiaries receiving services in 
PPS-excluded facilities are treated in distinct-pan 
units. By 1988, for example, nearly 70 percent of 


Medicare discharges from rehabilitation providers 
were from distinct-pan units; about 66 percent of 
Medicare discharges from p.sychiatric providers 
were from such units. 

A portion of the growth in utilization and 
expenditures of excluded facilities can undoubted¬ 
ly be attributed to PPS. Pan of the decline in inpa¬ 
tient care in shon stay general acute care hospitals, 
for instance, may be due to increases in the 
number of patients admitted to specialty facilities. 
Further, hospitals created distinct-part units to 
absorb overhead, excess capacity, and other 
resources, allowing them to lower inpatient costs. 
They could also reduce costs by discharging 
patients to the excluded unit to reduce length of 
stay. Additional providers saw opponunities for 
growth as PPS and other forces r^uced inpatient 
stays. It is impossible to attribute how much of the 
expenditure growth in excluded facilities is due to 
PPS and how much to changing practice patterns 
or growing need. This is an example, however, of 
how cost control attempts in one sector of the 
health care system increa^ spending in another. 

Outpatient Facilities 

Ambulatory services generally are covered under 
Part B of M^icare. These services include medical 
visits, diagnostic laboratory tests. X-rays, and durable 
medical equipment. The services may be provided by 
hospitals, physicians, non-physician practitioners, 
and suppliers. Various metht^s are used by .Medicare 
to pay for beneficiary care in outpatient settings; 
among them, reasonable costs or charges, prospective 


Table 1-8. PPS-Excluded Hospitals and Distinct-Part Units, 1984-1990 


Percent Increase 


Type of Facility 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1984-1990 

Hospitals 

Psychiatric 

439 

481 

515 

578 

608 

650 

691 

57% 

Rehabilitation 

49 

68 

79 

84 

100 

120 

134 

173 

Long-term 


86 

92 

87 

87 

88 

90 

7 

Children’s 

47 

53 

55 

60 

58 

59 

65 

38 

CarKer 

- 

- 

.. 

6 

8 

8 

8 


Total 

619 

688 

741 

817 

861 

925 

988 

60 

Distinct-part units 

Psychiatric 

722 

762 

906 

950 

1.051 

1.104 

1.129 

56 

Rehabilitation 

308 

386 

473 

535 

565 

628 

678 

120 

Total 

1.030 

1.148 

1,379 

1.485 

1.616 

1.732 

1.807 

75 


* NumMi* ««f« amimmta as o« SapMmMf ol MCt< year •need 1990. witNCti was ai ot Oaca«nbs> 17.1990. 
SOURCE H«ami C«ft Financing Administration. Health Standards and Quality Bureau. 
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rates, and Mended rates. The payment method difTen 
depending on the site and type <k service.* 

Medicare spending for outpatient services has 
grown substantially, climbing by 325 percent 
between 1980 and 1990. Spending growth in the 
outpatient setting has been much faster than that for 
either physicians or hospitals. From 1989 to 1990, 
for instance, hospital outpatient expenditures 
increased 11.3 percent. This compares with an 
increase of 8 J percent for physician services and 
7.1 percent for hospital inpatient services. 

Due to technological advances and practice pat¬ 
tern changes, hospitals can offer more types of 
ambulatory services to their patients. For example, 
81 percent of hospitals reported having an organ¬ 
ized outpatient department in 1989, compared with 
32 percent in 1979. About two-thirds of this growth 
occurred after the introduction of PPS. By 1989, 
nearly 95 percent of hospitals had ambulatory 
surgery services.^ Other outpatient services provid¬ 
ed by hospitals include substance abuse treatment, 
psychiatric care, and rehabilitation. 

One example of the changing medical services 
provided in hospital outpatient departments is 
surgery. The total volume of surgery in hospitals 
increased 16.8 percent from 1979 to 1989. Inpa¬ 
tient surgery actually declined 30 percent, while 
outpatient hospital surgery increased 304 percent. 
In 1979, outpatient surgical procedures accounted 
for only 14 percent of total surgeries. By 1989, they 
accounted for almost 49 percent.* 


Medicare data on hospital outpatient utilization 
spending per visit are rather limited. Informa¬ 
tion on total hospital outpatient spending, however, 
may help explain the causes of growth in out¬ 
patient expenditures (see Figure 1-3). In the 1980 
to 1985 period, real spending growth in hospital 
outpatient services was due almost exclusively to 
increased spending per visit or to intensity. The 
causes for this trend cannot be broken down in 
detail, but probably include increasing complexity 
of cases, changing service mix, and higher charges. 
Some of the growth may also be explained by 
changes in the way visits are reported through 
unbundling. (Unbundling is the separate billing of 
services that were previously included in the same 
bill.) In the 1985 to 1990 period, the growth in vis¬ 
its due to technological advances and practice pat¬ 
tern changes was responsible for an increasing 
proportion of the total real growth in outpatient 
spending. 

Some of the growth in Medicare outpatient 
spending can be attributed to PPS and the incen¬ 
tives to unbundle services by providing preadmis¬ 
sion testing in hospital outpatient departments. Peer 
Review Organization precertification requirements 
for services like cataract surgery further contribut¬ 
ed to the shift from inpatient to outpatient settings. 
Recent regulations expanding the preadmission 
time period from one to three days may reduce the 
numter of outpatient visits that are separately reim¬ 
bursable. Thus, while Medicare payment policy 
constrained per unit growth in outpatient spending 
by controlling payment rate increases, it provided 


Table 1-9. Medicare Diechargee from PPS-Exduded Hoapitale and Oiatlnct-Part Unite, 
1985-1988 


Typ« ol FadNty 

1965 

1986 

1987 

1968 

Percent Change 
1985-1968 

Psychiathc 

Hospitals 

71.456 

75.059 

69.837 

76,612 

72 % 

Units 

93.120 

120.739 

131.217 

148.501 

59.5 

Total 

164.576 

195.796 

201.054 

225.113 

36.8 

RatwbiWaiion 

Hospitals 

25.429 

27.401 

31.413 

35.567 

39.9 

Units 

45.650 

57.566 

68.813 

82.723 

81-2 

Total 

71.079 

64.967 

100.226 

118.290 

66.4 

Lonp-term 

14.477 

14.666 

13.712 

14.304 

-1.2 

Chidrsn's 

1.690 

2.141 

2.296 

2,281 

35.0 


ft g u iMt undfUKM adml miwtbf d Mi Je n dUM lo i nc o m gint otM iMpoiHw 


from 


SOUfCC: PpdPAC 
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Figure 1-3. Factors Accounting for Real 
Growth in Hospital Outpatient 
Expenditures, 1980-1990 
(In Percent) 

1980-1985 1985-1990 


Sector-specific 
inflation 
20% 


Population 
9®o 

Utilization 
12^0 



Sector-specific 

inflation 

_ Intensity 

39% 

Population/ 

8 % 



Intensity 

59^0 


Utilization 

39<»^o 


SOURCE Heattti Care Financing Administration. Office of the Actuary. 
Office of National Health Statistics. 

no incentive to control volume or intensity—the 
primary contributors to higher spending. 


Skilled Nursing Facilities 


set separately for urban and rural facilities, and 
hospital-based and free-standing providers. The 
Medicare SNF payment method creates an incen¬ 
tive for providers to increa.se costs up to the limit. 
Because Medicare accounts for a relatively small 
share of SNF care, however, cost growth is influ¬ 
enced more by the payment policies of the Medi¬ 
caid program, which is the dominant payer. 

Between 1980 and 1990. expenditures for the 
Medicare SNF benefit climbed sixfold, from S0.4 
billion to $2.4 billion (see Table 1-10). Most of this 
increase occurred after 1988. Between 1988 and 
1989. expenditures for this benefit jumped an 
unprecedented 258 percent. This was caused by 
two major changes to the SNF program in 1988 
and 1989 that dramatically affected utilization, 
namely clarification of coverage guidelines in 1988 
and the Medicare Catastrophic Coverage Act." 
Both of these increased the number of enrollees 
using the benefit. In 1990. SNF expenditures 
decreased 29 percent after the Act was repealed. 


Medicare's skilled nursing facility benefit is lim¬ 
ited to payment for extended care services fur¬ 
nished in SNFs. The Medicare SNF benefit covers 
skilled nursing services; physical, speech, and 
occupational therapy: medical social services: 
drugs and biologicals: whole blood and packed red 
blood cells: supplies, appliances, and equipment: 
and other diagnostic and therapeutic items or ser¬ 
vices provided by the SNF or a hospital with which 
the SNF has a transfer agreement.** 

To be eligible for the SNF benefit under Part A. 
beneficiaries must need skilled nursing or other 
skilled rehabilitation services on a daily basis. In 
addition, they must have completed a minimum 
three-day hospital stay and must have been trans¬ 
ferred to a SNF within 30 days after discharge from 
the hospital. The need for SNF care must have been 
caused by the medical condition that led to the hos¬ 
pital stay or by one that arose during the hospital¬ 
ization. The benefit is limited to no more than l(X) 
days of post-hospital care per spell of illness. A 
daily coinsurance payment, equal to $81.50 in 
1992, is required after the twentieth day of 
service."’ 


Between 1980 and 1990, Medicare SNF pay¬ 
ments per covered day of service increased 96 per¬ 
cent. from an average of $47.54 to $93.12. This 
growth was 39 percentage points more than general 
inflation over the period. 

Medicare SNF payments per person served 
remained fairly constant between 1980 and 1985. 
rising roughly 3 percent annually. However, in 
1987 they began to accelerate, increasing by 13 
percent and. in 1988. by 16 percent. 

Between 1988 and 1989. however, enrollees 
using the benefit increased 66 percent, and covered 
days escalated almost 175 percent because of the 
clarification of coverage guidelines and the MCCA 
cited earlier. In 1990, SNF expenditures fell almost 
30 percent due to a decline in covered days per 
patient. The number of patients served, however, 
continued to grow. The clarification of coverage 
guidelines in 1988 kept both utilization and expen¬ 
ditures higher than pre-MCCA levels. Clearly, the 
dramatic increase in total program expenditures is 
due primarily to increased utilization rather than to 
price increases. 


In general. Medicare reimburses SNFs under 
Part A on the basis of reasonable costs subject to 
certain limits. The limits apply nationwide but are 


Utilization was substantially affected by changes 
that allowed more enrollees to use the SNF benefit. 
Higher SNF costs per day accounted for less than 
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Table 1-10. Medicare Skilled Nursing Facility Utilization and Spending, 1980-1990 


Year 

Covered Days 
(In Thousands) 

Patients Served* 
(In Thousands) 

Days Per 
Patient Served 

Cost Per 
Skilled Nursing 
Fadtity Day 

Total Spending 
(In Mfllions) 

1980 

8.645 

257 

33.6 

$47.54 

$411 

1961 

8.518 

251 

33.9 

52 83 

450 

1962 

8.814 

252 

35.0 

55.82 

492 

1983 

9.314 

265 

35.1 

56.37 

525 

1984 

9.640 

299 

32.2 

58.20 

561 

1985 

8.927 

314 

28.4 

64 64 

577 

1986 

8.160 

304 

268 

70.83 

578 

1987 

7.451 

293 

25.4 

84.55 

630 

1988 

11.033 

384 

28.7 

86 65 

TOO 

1989 

30.046 

636 

47.2 

1ia93 

3.423 

1990 

26.000 

815 

31.9 

93.12 

2.421 

Average annual percent change: 





1980-1985 

0 .6% 

4.1% 

-3.3% 

6.3% 

70% 

1985-1990 

238 

21.0 

• 2.3 

7.6 

33.2 


* Th«s« numbevs are lor tee-for-sefYice only and may noi include health maintenance organization enroilees. 


SOURCE: Heaim Care Fmanong Admini8tralk>n. Office ol the Actuary. 


one-third of the growth. A small part of the 
increased utilization may also have been brought 
on by PPS, which provided hospitals with an 
incentive to reduce the length of inpatient slays by 
transferring patients to SNFs for post-acute care 
services. In 1984, for example, the number of 
Medicare patients receiving SNF care rose 12.8 
percent over 1983. 

Hospital Swing Beds 

The Medicare swing-bed program was designed 
to address the shortage of nursing home beds in 
rural areas and low occupancy rates in rural hospi¬ 
tals. A swing-bed hospital is a small hospital that 
can use its beds interchangeably to furnish either 
acute care services or SNF-type services to Medi¬ 
care beneficiaries. Swing-bed hmpitals are generally 
allowed to use any number of their acute care beds 
for SNF-level care. 

Hospitals began participating in the swing-bed 
program in 1982; only hospitals with fewer than 50 
beds could qualify. In 1987, the program was 
extended to rural hospitals with fewer than 100 
staffed beds, although additional requirements were 
placed on these hospitals. The number of hospitals 
participating in the program has increased every 
year since its implementation. In 1989, approxi¬ 
mately 844 of 1,255 eligible hospitals participated 
in the program. 


The Medicare swing-bed per diem rate, calculat-,,^ 
ed for each sute, is based on the state's average 
Medicaid SNF rate in the previous calendar year. 
Medicaid SNF payment levels and methods vary 
from one state to another. 

The number of Medicare admissions to swing 
beds has increased. The average number of covered 
days for beneficiaries suying in swing beds has con¬ 
sistently been less than 20—substantially lower than 
that for beneficiaries in skilled nursing facilities. 

Swing-bed days account for only a small 
proportion (about 5 percent) of total SNF care days 
provided to Medicare beneficiaries. However, the 
creation of swing beds may have increased access 
to post-acute care for beneficiaries living in rural 
areas who may not have such care available close 
to home. In 1988, there were fewer SNF beds per 
1.000 population in areas where swing beds were 
located compared to those without swing beds. *- 

Home Health Care 

Medicare beneficiaries can qualify for home 
health care benefits if they are confined to their 
homes and need occasional skilled nursing care for 
an acute or post-acute condition. Covered home 
health care services include part-time or intermit¬ 
tent nursing care; physical, occupational, or speech 
therapy; medical social services; part-time or inter- 
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mittcnt services ot a home health aide; medical 
supplies; and durable medical equipment. There is 
no time limit or prior hospitalization requirement. 
Program guidelines generally limit part-time or 
intermittent nursing care to 35 hours per week for 
up to three weeks. There is no deductible or coin¬ 
surance charge for this care. Serv ices must be pro¬ 
vided by a Medicare-certified home health agency. 

Payment to home health agencies is based on 
reasonable cost reimbursement subject to certain 
limits. The limits are set at 112 percent of the 
mean labor-related and non-labor related per unit 
costs for each type of service provided by free¬ 
standing home health agencies. The limits are 
applied on an aggregate basis to all visits made by 
the agency. The payment mechanism for home 
health care senices provides an incentive to con¬ 
trol costs for agencies that are above or near the 
payment cap. Agencies with costs below the cap, 
however, do not have as much incentive to keep 
costs down. 


has fluctuated throughout the decade. It increased 
substantially, however, after 1988. 

Between 1981 and 1984. beneficiaries served 
rose at double-digit rates because of a prov ision in 
OBRA 1980 that allowed for-profit home health 
agencies to participate in Medicare in states that do 
not require their licensing. This change significant¬ 
ly boosted the number of home health agencies 
participating in the program. There were 5,730 
Medicare participating home health agencies in 
1990. an increase of 96 percent over 1980. 

The latest increase in utilization occurred 
because of a court case that required HCFA to 
revise the eligibility and coverage manual, and 
clarify the rules for part-time or intermittent care 
criteria. These changes, which became effective in 
July 1989. reduced provider concerns about 
retroactive coverage denials of intermittent or part- 
time care and included a provision for case man¬ 
agement services. 


Spending for home health care climbed by 440 
percent between 1980 and 1990. The largest 
increase occurred from 1989 to 1990. when spend¬ 
ing jumped 47 percent to $4.4 billion (see Table 
I-II). About 1.7 million beneficiaries received 
home health care services in 1990. an increase of 
129 percent over 1980. Intensity of care, as mea¬ 
sured by the number of visits per patient served. 


The average charge per visit rose 76 percent trom 
1980 to 1990. only 19 percent more than general 
inflation. The increase between 1985 and 1990 was 
actually less than general inflation. Higher sjK'nding 
therefore is due to greater numbers of beneficiaries 
served and more visits per patient. The average 
charge per visit accounted for only a small part ot 
the growth in home health expenditures. 


Table 1-11. 

Medicare Home 

Health Care Utlllratlon and Spending, 1980-1990 


Year 

Visits 

(In Thousands) 

Patients Served* 

(In Thousands) 

Visits Per 

Patient Served 

Spending 

Per Visit 

Spending Per 

Patient Served 

Total Spenoing 

(In Millions)® 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

16.322 

22.688 

30.628 

36.898 

40.422 

39.449 

38.000 

35.588 

37,100 

46.173 

65.985 

726 

948 

1,154 

1,318^ 

1,498 

1,549 

1.571 • 
1.544 

1,582 

1,685 

1,665 

22.5 

23.9 

26.5 

28.0 

270 : 

25.5 

24.2 • 

23.0 

23.5 

27.4 

39.6 ' 

$37.19 

41.34 
11.50 

47.35 . 

51.46-V. 

55.49 
5821 
61.71 
64.10 
63.78 
65.62 • 

$ 836 

989 

1,181 

1,325 

1,389 

1.413 

1.408 

1,422 

1,503 . 

1,748 

2.601 

$ 817 

1,054 

1,380 

1.770 

2,107 

2.220 

2.242 

2,232 

2.422 

3.008 

4.415 
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Changes in coverage and eligibility requirements 
fueled the growth in home health visits. Greater 
utilization can also be attributed to expansion in the 
number of agencies eligible to participate in the 
program. It is difficult, however, to differentiate the 
effect of PPS on home health care expenditures due 
to other changes taking place in the 1980s that may 
al-so have influenced spending and use. 

Hospice Care 

The Medicare hospice benefit was introduced in 
1984. Terminally ill Medicare beneficiaries whose 
life expectancy is six months or less are eligible to 
receive these services. Hospice care provided to 
dying persons and their families is supportive 
rather than cure-oriented. Once a beneficiary 
chooses to receive the hospice benefit, he or she 
must waive the right to all other Medicare benefits. 
Coverage is limited to 210 days, but beneficiaries 
can receive an additional 90-day period of cover¬ 
age if they are recertified as terminally ill. Hospice 
benefits include nursing care, various therapies, 
medical social services, homemaker-home health 
services, physicians’ services, short-term inpatient 
care, and patient counseling. 

Hospices are paid prospectively for the care they 
deliver, and the rates vary according to level of care 
furnished to the beneficiary. They are paid one of 
four predetermined rates for each day of care they 
provide: routine home care, continuous home care, 
inpatient respite care, and general inpatient care. 

The number of Medicare-certified hospice 
providers increased from 108 in 1984 to 825 in 


1990. Both spending for hospice care and the 
number of beneficiaries receiving it have grown 
markedly (see Table 1-12). Total spending for 
hospice care was about $320 million in fi.scal 
year 1990. and there were slightly more than 
100,000 hospice admissions. Spending for the 
benefit is expected to increase dramatically, to 
more than $1 billion, by 1995. The hospice bene¬ 
fit. however, substitutes for spending in other 
parts of Medicare that might occur if the benefit 
were not available. 

The rise in hospice spending is due to higher 
hospice admission rates and more days of care" per 
admission. The admissions increase reflects the 
fact that the benefit is new and that more providers 
are furnishing this care. The number of days per 
admission climbed from 29 in fiscal year 1984 to 
51 in fiscal year 1990, or 76 percent. The cost per 
patient day rose by only 37 percent over this peri¬ 
od. a relatively small amount after accounting for 
inflation. 

Dialysis Facilities 

People with ESRD are eligible for all Medicare 
benefits if they are fully or currently insured under 
Social Security, entitled to monthly Social Security 
benefits, or the spouse or dependent child of some¬ 
one insured under Social Security. About two- 
thirds of enrollees are under 65. Entitlement to 
Medicare benefits generally begins in the third 
month after the month in which renal dialysis is 
initiated and ends 12 months after dialysis stops. 
Patients accepting home dialysis training can 
become entitled to Medicare benefits earlier.'^ 


Table 1-12. Estimates of Hospice Program Data, Fiscal Years 1984>1995 


Fiscal Year 

Hospice 

Adrmssione 

Days Per 
Admission 

Cost Per 
Hospice Day 

Cost Per 
Admission 

Total Cost 
(In Millions) 

1984 

2200 ^ 

29 

$62 

$1,800 

$2 

1985 

11.000 

33 

66 

2.200 

15 

1986 

28.012 

37 

66 

2.442 

35 

1987 

68.721 

41 

74 

3.034 

63 

1988 

84.770 

44 

74 

3.256 

90 

1989 t • 

89.008 

48 

- 74 

3.470 

211 

1990 i 

102.359 

51 

85 

4.245 

* 320 

1991 

112.595 

53 

93 

4.828 

465 

1992 

120.477 

55 

98 

5.270 

605 

1993 

126.501 

57 

103 

5./49. 

• ' 760 

1994 ■“ ' 

* 132.826 

59 

108 

6.256 

* ^ * 920 

1995 ' 

• 139.467 

61 

114 

i 6.811 

1.100 


SOunCl 0*''C***i<m*(*t. IM4-19M. tntfMMkn* pfO)«ct>on« lof t890->999.- . 4 
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Program expenditures for ESRD beneHciaries 
almost doubled over the 1984 to 1989 period, to 
$4.4 billion. The program spent an average of 
$26,600 per benendary in 1989. this includes all 
Medicare-covered serv ices. About one-fifth of pro¬ 
gram expenditures are for outpatient dialysis treat¬ 
ment. 

Medicare spending for dialysis treatment 
totaled $1.2 billion in 1989. a 50 percent increase 
over 1984. Similarly, the number of enrollees 
receiving dialysis grew by 49 percent between 
1984 and 1989. A total of 129.800 beneficiaries 
received dialysis treatment in 1990. Facilities that 
provide dialysis receive a prospectively set rate 
per treatment. The payment rate per treatment has 
essentially been unchanged since 1983. so that 
price changes have not been responsible for 
increases in Medicare expenditures. The average 
number of treatments per patient year has also not 
changed appreciably. The growth in Medicare 
spending for dialysis, therefore, was due to 
greater numbers of beneficiaries receiving this 
treatment. 

Other Facilities, Providers, and Suppliers 

Medicare recognizes for payment purposes a 
host of other facilities, providers, and suppliers 
(see Tables l-l and 1-6). Available information 
shows their proliferation between 1980 and 
1990, which may have enhanced beneficiaries’ 
access to care. Data on expenditures, on the 
other hand, are quite limited except for indepen¬ 
dent laboratories. 

Spending for independent laboratories rose more 
than 1.000 percent, from $139 million to $1.5 bil¬ 
lion. between 1980 and 1990. Most of this growth 
occurred after 1984. Despite higher expenditures, 
the number of facilities increased by only 42 per¬ 
cent between 1980 and 1990. Since 1984. clinical 
laboratory services have been paid according to a 
fee schedule that limits increases in per unit costs 
for a given procedure. However, it does not control 
growth related to heavier utilization and greater 
sophistication of services. These latter two factors, 
along with increased utilization of independent lab¬ 
oratories rather than hospital outpatient and physi¬ 
cians* offices laboratories, contributed significantly 
to the dramatic rise in spending. 


Nonfacility Providers 

Medicare payment for physician services has 
recently undergone a major change, moving to a fee 
schedule using relative value scales. Throughout 
most of the 1980s, however, physician services 
were paid using a fee-for-service system based on 
rca.sonable charges, with each service billed sepa¬ 
rately. Since the mid-1980s. Congress has increas¬ 
ingly put restrictions on increases in physician 
paynwnt. Targeted particularly at doctors who did 
not accept Medicare payment as payment in full, 
these strategies were designed to encourage physi¬ 
cian participation in the Medicare program. They 
were also aimed at restraining spending growth and 
limiting beneficiary liability. 

Between 1980 and 1990. real spending for physi¬ 
cian services rose by 121 percent due to increased 
utilization and intensity, and higher charges. 
Between 1980 and 1989. the percentage of benefi¬ 
ciaries receiving physician services paid for by 
Medicare grew 26 percent. Some of this increase 
may be explained by the fact that the Part B 
deductible changed very little over this period. 

Growth in the number and intensity of services 
substantially contributed to the higher physician 
spending over the decade. Between 1980 and 1984. 
increased volume and intensity contributed about 7 
percent annually to this trend. These factors con¬ 
tributed about 6 percent annually to physician 
expenditures between 1984 and 1988. 

By contrast, higher physician prices contributed 
about 9 percent annually to the grow'th in spending 
between 1980 and 1984, compared with only about 
3 percent between 1984 and 1988.'* The slower 
growth in physician payment rates was due to con¬ 
trols placed on physician fee increases and lower 
inflation in the latter port of the decade. 

RELATIONSHIP OF UTILIZATION AND 
SPENDING TRENDS TO PATTERNS 
OF CARE 

Medicare spending continues to spiral at twice 
the rate of general inflation, despite attempts to con¬ 
strain it through changes in M^icare payment and 
coverage policies. There are many complex and 
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interacting forces that affect total spending, includ¬ 
ing the price, overall utilization, and intensity of 
services; an increase in the number of Medicare 
beneficiaries; inflation; technological advances; and 
practice pattern changes. Modifications to Medicare 
payment and coverage policies also influence 
spending in ways that were not necessarily intend¬ 
ed. The importance of these factors differs substan¬ 
tially among the types of facilities and the services 
beneficiaries receive. 

Expenditures for inpatient acute care hospital 
services continue to be the largest component of 
spending, but the rate of growth has slowed panly 
because of declining admissions. Controls on pay¬ 
ment rate increases have also played a substantial 
role in reducing spending growth. Under PPS. hos¬ 
pitals have an opportunity for financial benefit if 
they control the services provided throughout the 
hospital stay, including those furnished within three 
days of admission. Nevertheless, incentives remain 
to maximize payment by unbundling services that 
would have been provided during the inpatient stay. 
Reduced length of stay and increa.sed utilization of 
post-acute care service are evidence of this phe¬ 
nomenon. 

PPS and other factors that constrained inpatient 
hospital utilization at the same time helped drive up 
Medicare spending for other services. For example, 
the rapid expansion of rehabilitation services is 
likely related to PPS incentives to shorten inpatient 
length of stay. The growth in SNF and home health 
agency use may also partially be attributed to these 
incentives, although changes in coverage rules 
probably had a more significant impact. 

In other cases, higher spending reflects the inter¬ 
action of new technological capabilities and 
changes in policy. Ambulatory surgery is illustra¬ 
tive. In the early 1980s. Medicare began to cover 
and pay for surgery performed in free-standing 
units. Technological advances allowed procedures 
that previously had been performed primarily in 
inpatient settings, such as cataract surgery and 
arthroscopy, to be performed on an outpatient 
basis. This change in setting was encouraged by the 
Medicare program because it substantially lowered 
the cost of providing individual services. The 
result, however, was that more beneficiaries 
received services, thus boosting spending in outpa¬ 
tient settings. 


Post-acute care increasingly can be delivered not 
only in skilled nursing facilities, but also in rehabil¬ 
itation hospitals and units and through home health 
care providers. Similarly, certain surgical proce¬ 
dures can be provided in inpatient and outpatient 
hospital units, in free-standing ambulatory surgical 
centers, and in physicians' offices. The availability 
of multiple facilities and sites of service creates 
opportunities to meet the needs of a diverse popula¬ 
tion of enrollees in an appropriate fashion. Howev¬ 
er. multiple settings contribute to the inability to 
contain total health care spending and to ensure 
appropriate patterns of care across an entire epi¬ 
sode of illness. 

Changes in coverage and benefits also exert an 
influence on the growth in Medicare spending. 
This is particularly evident in the ca.se of SNF and 
home health agency services. Recent changes 
clarifying coverage requirements for these ser¬ 
vices are major contributors to higher utilization 
and spending. 

Other considerations in the context of cost con¬ 
trol are the various payment methods employed 
across facilities and sites, even for essentially simi¬ 
lar services. Because of this, cost control efforts are 
fragmented and generally are directed only at con¬ 
straining the unit price of a service rather than at 
checking overall utilization and total expenditures. 
The Medicare program implemented PPS to control 
the costs of services provided during an inpatient 
hospital stay, but has not developed similar controls 
for other sites of care. This may help explain the 
faster growth in spending observed in other par(s of 
the program. Multiple payment methods also con¬ 
tribute to the inability to ensure the most appropri¬ 
ate pattern of care across settings. 

Many of the payment strategies for controlling 
expenditures in other settings have focused on 
spending per unit of service. But these approaches 
do not constrain growth in intensity or volume of 
services provided. Although Medicare SNF pay¬ 
ment methods can be used to control the price per 
SNF day. for instance, they do not control the num¬ 
ber of beneficiaries receiving care or the number of 
days provided. The Medicaid program and state 
efforts to control the number of facilities, as well as 
the limited nature of the Medicare SNF benefit, 
probably have much more of an impact on overall 
Medicare spending for these servicjs. Other scr- 
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vices, such as home heahh and clinical laborato¬ 
ries, are less subject to constraints on volume. 

While maintaining or even improving the pack¬ 
age of services furnished during an episode of 
care. Medicare’s efforts to control growth in 
spending thus affect and are affected by the diver¬ 
sity of practitioners and suppliers. Further, patterns 
of care are shaped not only by clinical decisions 
and technological capabilities, but also by payment 
methods and service availability. The Commis¬ 
sion’s goals in modifying payment methods con¬ 
sider how all these factors affect the broader health 
care delivery system. 

Goals of Medicare Payment Methods 

ProPAC believes that Medicare’s payment meth¬ 
ods should result in consistent financial incentives 
across all treatment settings. These methods should 
reward productivity improvements and discourage 
unnecessary intensity. To achieve this, system mod¬ 
ifications should account for the different types of 
providers and facilities that may be involved in the 
services delivered during an episode of care. 

In addition, the payment systems should promote 
appropriate quality of care throughout an episode 
of illness, from ensuring access to necessary ser¬ 
vices to coordinating the array of services provid¬ 
ed. Clearly, factors other than Medicare’s payment 
methods have a major impact on quality and 
access. These include licensure and certification 
requirements, health care personnel training, and 
policies of other payers, to name a few. To the 
e.xtent that Medicare payment policies encourage 
coordination of services over an episode, they 
should promote these policy goals. 

Further, the Commission believes that individual 
providers should be adequately compensated for 
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the services they furnish. Inadequate payment 
could have serious implications for access to and 
quality of care. ProPAC is mindful, however, of the 
current fiscal environment and the Federal budget 
deficit: Rising health care costs are a grave con¬ 
cern. and payment policy changes need to address 
this issue. Achieving the balance between appropri¬ 
ate payment levels and cost containment presents a 
significant challenge in efforts to reform Medi¬ 
care's payment methods. 

Commission Payment Reform Activities 

Since its inception, the Commission has been 
involved in payment reform for inpatient hospitals 
and excluded facilities. This mandate was recently 
expanded to include hospital outpatient facilities, 
skilled nursing facilities, home health agencies, and 
dialysis facilities. ProPAC will incorporate the 
goals discussed above into its analyses and recom¬ 
mendations on payment reform for this diverse 
group. 

In its forthcoming March report on hospital out¬ 
patient payment policies, ProPAC offers recommen¬ 
dations on an incremental approach to fully 
prospective payment methods for outpatient ser¬ 
vices. The Commission believes that for all outpa¬ 
tient facilities and providers, prospective payment is 
an appropriate means to achieve consistent financial 
incentives for productivity and the right level of 
intensity and cost containment. Along with policy 
changes, adequate quality as.surance mechanisms 
also need to be developed. In March. ProPAC will 
also issue a preliminary report on SNF payment. 
Although this report will not recommend a specific 
payment method, it will provide information and a 
framework for achieving the same goals with SNF 
payment reform. The Commission’s activities on 
the other facilities under its expanded mandate will 
be directed toward these ends. 
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Notes to Chapter 1 


1. Health Care Financing Administration esti¬ 
mate. 

2. Health Care Financing Administration, Office 
of Research, unpublished data from a forth¬ 
coming report, September 25,1991, 

3. SMG Marketing Group, Freestanding Outpa¬ 
tient Surgery Center Directory and Report 
(Chicago, IL: SMG Marketing Group, 1991). 

4. Cancer hospitals have been excluded from PPS 
only since 1989. 

5. For more information, see the Commission’s 
forthcoming June 1992 report to Congress on 
excluded providers. 

6. For more information, see the Commission’s 
March 1992 report to Congress on hospital 
outpatient payment. 

7. American Hospital Association. Hospital Sta¬ 
tistics, 1990-1991 edition (Chicago, IL: AHA). 

8. Ibid. 

9. For more information, see the Commission’s 
March 1992 report to Congress on skilled nurs¬ 
ing facility payment. 

10. During 1989, when the Medicare Catastrophic 
Coverage Act was in effect, SNF services were 
covered for 150 days per calendar year and did 
not require a prior hospitalization. In addition, 
coinsurance of $25.50 was required only for 
the first eight days of coverage 


11. In April 1988, HCFA clarified the SNF cover¬ 
age guidelines. This resulted in an expansion 
of Medicare SNF utilization; previously, 
many beneficiaries did not apply or were not 
encouraged to apply for Medicare coverage 
because of the possibility of retroactive denial 
of coverage. The MCCA eliminated the three- 
day prior hospitalization rule, expanded the 
allowable days of coverage, and modified the 
coinsurance policy, resulting in increased util¬ 
ization of the Medicare SNF benefit. 

12. Unpublished ProPAC analysis. 

13. For more information, see the Commission’s 
forthcoming June 1992 report to Congress on 
dialysis facility payment. 

14. Beneficiaries do not start receiving Medicare 
Part B benefits until they have reached the Part 
B deductible amount, which was $75 from 
1983 to 1989 and increased to $100 in 1990. 
Only enrollees who exceed the Part B 
deductible are counted as using physician ser¬ 
vices. 

15. Physician Payment Review Commission. Fee 
Update and Medicare Volume Performance 
Standards for 1992, Report No. 91-3, May 15, 
1991. 

16. Ibid. 
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Chapter 2 

Recommendations 


The Prcwpectivt Payment Assessment Commis¬ 
sion (ProPAO was created by Congress in 1983. 
Its primary responsibility then was to analyze 
issues and make recommendations for updating and 
improving the Medicare prospective payment sys¬ 
tem (PPSh Over time. Congress has expanded 
ProPAC’s responsibilities to include analyzing cur¬ 
rent payment policies for all facility services fur¬ 
nished to Medicare beneficiaries and developing 
policies for the future. 

These expanded responsibilities include payment 
for hospital outpatient services, services furnished 
by skilled nursing facilities tSNFsl and home 
health agencies, and dialysis services for end-stage 
renal disease (ESRD> paiienLs. The Congress has 
also requested that ProP.AC examine and report on 
broader issues regarding the effectiveness and qual¬ 
ity of health care delivery in the United Slates. The 
Commission, however, continues to devote a sub¬ 
stantial amount of effort to updating and improving 
payment for PPS hospitals and excluded hospitals 
and distinct-part units. 

From 1985 through 1990, ProPi\C*s recommen¬ 
dations were delivered to the Secretary of Health 
and Human Services (HHS>. Following the enact¬ 
ment of the Omnibus Budget Reconciliation Act 
(OBRA) of 1990, the Commission's report and rec¬ 
ommendations are now made directly to Congress. 
The Secretary, however, is still required to consider 
ProPAC's recommendations and respond to them in 
the annual notice of PPS rulemaking published in 
the Federal ReffLiter 

ProPAC’s analyses and decisionmaking are guid¬ 
ed by a set of principles that were initially based on 
the goals of PPS, but which also are applicable to 
other facility services. These principles provide the 
foundation for the Commission's recommenda¬ 
tions. They are: 


• Ensuring beneficiary access to high-quality 
health care: 

• Encouraging productivity and long-term cost- 
effectiveness; 

• Facilitating innovation and appropriate 
technological change; 

• Promoting equity in the distribution of pay¬ 
ments; 

• Maintaining stability for providers, consumers, 
and third-party payers; and 

• Making decisions based on reliable, timely 
data and information. 

Along with these principles, the Commission is 
mindful of the current fiscal environment. Rising 
health care costs and their effect on the .Medicare 
trust funds and the Federal budget are concerns 
the Commission takes into account with each rec¬ 
ommendation. Moreover, budgetary pressures 
intensify the need to address distributional and 
technical payment issues that may affect access 
and quality of care furnished to Medicare benefi¬ 
ciaries. 

ProPAC’s recommendations reflect the collective ’ 
judgment of the 17 Commissioners. Some of the 
subjects of these recommendations are repeated 
every year, s-uch as the annual update. Others are 
either modifications of previous recommendarfons 
or cover new issues. All incorporate recent researeh 
findings. This year, in addition to its specific rec¬ 
ommendations. the Commission has highlighted 
several areas of concern. Work on these and other 
issues continues. 
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RECOMMENDATIONS FOR FISCAL 
YEAR 1993 

The Commission’s recommendations and con¬ 
cerns fall into six areas: 

• Updating PPS payments. 

• Adjusting the payment system. 

• Updating and adjusting payments to PPS- 
excluded hospitals and distinct-part units. 

• Updating payments to dialysis facilities. 

• Improving hospital outpatient payment policy, 
and 

• Improving skilled nursing facility payment 
policy. 

Updating PPS Payments 

The Commission is mandated by law to recom¬ 
mend to the Congress each year the appropriate 
update to the inpatient hospital payment rates under 
PPS. As required. ProPAC considers several factors 
in developing its annual update recommendation: 
the hospital market basket index (which reflects the 
prices of resources used by hospitals in providing 
inpatient care), scientific and technological 
advances, hospital productivity, the quality of 
health care, and long-term cost-effectiveness. The 
Secretary of Health and Human Services is 
required to take the Commission’s recommendation 
into consideration in developing his update recom¬ 
mendation. The actual update is determined by 
Congress. 

In OBRA 1990. the PPS update was established 
for each fiscal year through 1995. For fiscal year 
1993. the update is set equal to the change in the 
hospital market basket index minus 1.55 percentage 
points for urban hospitals, and the change in the 
index minus 0.55 percentage points for rural hospi¬ 
tals. Even though the fiscal year 1993 update has 
been set by law. ProPAC has continued to follow its 
approach of examining the individual factors that 
together determine the appropriate update to the 
PPS payment rates. The Commission believes that 
this approach will result in an update that is suffi¬ 
cient to maintain Medicare beneficiaries’ access to 


high-quality care while encouraging hospital effi¬ 
ciency in providing such care. 

In addition to the update to the PPS payment 
rates, the Commission in this report recommends 
an update for rates derived from hospital base- 
year costs. These rates may be used in place of 
the PPS rates for sole community hospitals and 
small rural Medicare-dependent hospitals. 
ProPAC also considers the update for the Federal 
payment rate under the prospective payment sys¬ 
tem for capital, which became effective in fiscal 
year 1992. The update for facilities currently 
excluded from PPS is addressed in a later section 
of this chapter. 

Recommendation 1: Amount of the Update 
Factor for PPS Hospitals 

For fiscal year 1993, the PPS standardized 
payment amounts should be updated to 
account for the following factors: 

• The projected increase in the Health Care 
Financing Administration (HCFA) PPS 
market basket index, currently estimated 
at 4.5 percent: 

• An upward adjustment of 0.2 percentage 
points, to reflect the difference between 
the ProPAC and HCFA market baskets: 

• A correction for substantial error in the 
fiscal year 1991 market basket forecast of 
-0.8 percentage points: 

• A net discretionary adjustment factor of 
zero: and 

• A net adjustment of -0.7 percentage points 
for case-mix change. 

In addition, a positive adjustment of 0.85 
percentage points for hospitals in rural 
areas and a negative adjustment of 0.15 
percentage points for hospitals in large 
ut-ban and other urban areas should be 
made to reflect a continuation of the phase 
out of the differential in the standardized 
amounts between rural and other urban 
hospitals. 
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ProPAC's recommendation would result in an 
estimated average update factor of 3.2 percent for 
fiscal year 1993. with an increase of 3.05 percent 
for urban hospitals and 4.05 percent for rural hospi¬ 
tals. This recommendation reflects the Commis¬ 
sion’s judgment about the appropriate increase in 
the level of PPS payment rates. Since it is based on 
current projections of the fiscal year 1993 increase 
in the market basket index, the effective value of 
ProPAC’s update factor recommendation may be 
modified as more current forecasts beconte avail¬ 
able. The components of ProPAC’s update factor 
recommendation are summarized in Table 2-1. and 
a discussion of each of those components follow s. 

It should be noted that the increase in average 
per case payments to hospitals in each year is 
greater than the PPS update. This is because 
increases in the Medicare case-mix index (CMI) 
result in proportional increases in hospital pay¬ 
ments. Future changes in case mix are difficult to 


project; however, on the basis of currently avail¬ 
able data. ProPAC estimates that the CMI will 
increase by 2.3 percent in fiscal year 1993. Based 
on the Commission’s recommendation of a 3.2 per¬ 
cent average update, the average increase in per 
case payments would be about 5.6 percent. 

PPS Market Basket Increase Forecast and 
Forecast Error Correction-The forecasted 
increase in the market basket index is the expected 
change in the prices paid by hospitals for the 
resources used during a typical hospital stay. This 
forecast is the reference point used in updating the 
PPS payment rates. The current forecast is for a 4.5 
percent increase in HCFA’s PPS market basket 
index during fiscal year 1993. 

In its March 1990 Report and Reannmemkitums 
to the Secretary. V.S. Department of Health and 
Human Senices, ProPAC proposed modifications 
to the market basket used by HCFA. Although 


Table 2-1. Recommended PPS Update Factor for Fiscal Year 1993 
Components of the Update 
Components applied to all hospitals: 


Fiscal year 1993 HCFA PPS market basket forecast*.. 4.5% 

Adjustment tor difference between HCFA arxf ProPAC market baskets* . 0.2 

Correction for fiscal year 1991 forecast error ... -08 

Components of discretionary adjustment factor 

Scientific and technological advancement allowance. 1.0 

Productivity adjustment. -1.0 

Net discretionary adjustment factor.. 0 0 

Adjustments for case-mix change (fiscal year 1992) 

Total DRG case-mix index charige . - 2.5 

Real across-ORG case-mix change..' 1.5 

Within-ORG case-complexity change. 0.3 

Net adjustment for case-mix change... -0.7 


Additional ar^ustments to the standardized announts: 

Adjustment for large urban areas ...... ■ • -0.15 

Adjustment for other urban areas.. -0.15 

Adjustment for rural areas .... 0.85 


•Total Update Factor 

Overall average...... 3.2 

Large urban.. 3.06 

■ Other urban.... 3.05 

Rural ....■.•».. 4.05 


* UeniM basket foracasr provxMO by irw H«aim C«r« rmanemg AdfrkntMrttion. Okie* or the Actuary. 0*c«nit>«r 1991 Th« market • - 
basket torecasi is subject to change as mors current lorecasts become avaiiabie. 
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HCFA adopted most of these modifications, it did 
not incorporate the key provision that increased the 
weight of internal hospital wages in the computa* 
tion of the market basket index. The Commission 
believes that the market basket as currently con¬ 
structed does not adequately recognize the unique 
characteristics of the hospital labor market. 

Since the PPS update for fiscal year 1993 is legis¬ 
lated relative to a market basket that HCFA would 
implement. HCFA’s market basket is used as the 
basis for the update. ProPAC’s update recommenda¬ 
tion takes this into account by making an adjustment 
of 0.2 percentage points to account for the estimated 
effect of the modifications it believes are justified. 

A forecasted market biLsket increase of 5.2 percent 
was used to set payments in fiscal year 1991. The 
actual market basket increase, however, was 4.4 per¬ 
cent. The update for fiscal year 1991 was thus set 
0.8 percentage points higher than if the actual mar¬ 
ket basket increase had been known at the time. 

The Commission believes that a correction for 
substantial error in market basket forecasts is an 
important part of its update framework. This cor¬ 
rection protects both hospitals and the Federal gov¬ 
ernment by adjusting the base payment rates so that 
the effects of past forecast errors (both positive and 
negative) are removed. Therefore. ProPAC’s update 
recommendation also includes a -0.8 percentage 
point adjustment for fiscal year 1991 market basket 
forecast error. 

Discretionary Adjustment Factor-The discre¬ 
tionary adjustment factor (DAF) incorporates con¬ 
siderations related to scientific and technological 
advancement and hospital productivity improve¬ 
ment. as provided in the statute establishing PPS. 
While the market basket index measures the cost of 
the resources used during a typical hospital stay, 
the components of the DAF reflect changes in the 
mix of those resources over time. In general, scien¬ 
tific and technological advancement accounts for 
the use of new resources that may increase costs; 
productivity accounts for changes in resource use 
that may decrease costs. 

The scientific and technological advancement 
allowance is a future-oriented policy target. It pro¬ 
vides additional funds for hospitals to adopt quality¬ 
enhancing health care advances, even when they 


increase costs. To develop an informed judgment as 
to the appropriate level of this allowance. ProPAC 
each year sponsors a study that examines a set of 
the most important new cost-increasing technolo¬ 
gies and scientific developments. For fiscal year 
1993. these technologies are expected to increase 
Medicare operating costs by 0.9 percent. However, 
the cost-increasing effects of “small-ticket” tech¬ 
nologies and changes in practice patterns are not 
included in this estimate. Given these considera¬ 
tions. the Commission believes that I.O percent is 
an appropriate level for the scientific and techno¬ 
logical advancement allowance. 

The productivity adjustment is also a future- 
oriented target. The Commission believes it is rea¬ 
sonable to expect hospitals to achieve productivity 
improvements during fiscal year 1993 comparable 
to those achieved in o'her .sectors of the economy. 
The recommended aujustment of -I.O percent is 
based on ProPAC’s determination that hospital pro¬ 
ductivity should increase by 2.0 percent, and that 
the savings from such improvement should be 
shared equally by hospitals and the Medicare pro¬ 
gram. 

The Commission therefore concludes that the 
positive scientific and technological advancement 
allowance and the negative productivity improve¬ 
ment adjustment should offset each other. ProPAC 
believes that it is appropriate for the costs of scien¬ 
tific and technological advancement to be financed 
by expected productivity gains, to provide an 
incentive for hospitals to strive for productivity 
improvement as they adopt new technologies. <See 
Appendix A for more information on the DAF.) 

Adjustments for Case-Mix Change-For fiscal 
year 1993, the PPS update should be reduced by 
0.7 percentage points to account for the net effect 
of case-mix change during fiscal year 1992. This 
adjustment reflev .s: 

• A 2.5 percentage point reduction for the esti¬ 
mated change in the CMI; 

• A positive allowance of 1.5 percentage points 
for real case-mix change across diagnosis- 
related groups (DRGs); and 

• A positive allowance of 0.3 percentage ptiints 
for within-DRG case-complexity change.. 
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Adjusting for these factors allows payments to 
increase due to real changes in the resources 
required to treat an average Medicare patient. At 
the same time, it removes the effect of changes in 
medical record documentation and coding practices 
that are unrelated to patient resource requirements 
(also referred to as upcoding). 

The annual rate of increase in the CMl has gen¬ 
erally declined over time. This pattern reflects a 
dramatic change in the distribution of patients 
across DRGs (due both to treatment patterns and to 
upcoding) when PPS was implemented, followed 
by a gradual settling toward a new equilibrium. 
TTiis trend, however, has been interrupted when 
revisions to the payment system created new 
opportunities for upcoding—particularly in fi.scal 
year 1988, when the criteria for assigning patients 
to DRGs were changed. 

Each year, ProPAC estimates the increase in the 
CMI for the previous year, based on available data 
on the trend in prior years and expectations about 
the effects of any DRG changes that may have been 
implemented. ProPAC’s estimate for fiscal year 
1991 indicates that changes in the DRG assignment 
rules led to another acceleration in the CMI. 
ProPAC’s estimate of the increase in the CMI for 
fiscal year 1991 is 2.7 percent. In fiscal year 1992, 
DRG changes and increases in the numbers of 
fields for entering diagnosis and procedure codes 
on the Medicare bill may provide additional oppor¬ 
tunities for upcoding. Nonetheless, the Commis¬ 
sion expects that the increase in the CMI will be 
2.5 percent in fiscal year 1992, lower than in the 
previous year. 

Real CMI change is that portion related to actual 
increases in patient resource requirements across 
DRGs. ProPAC’s estimate of real CMI change 
takes into account previous studies that apportioned 
increases in the CMI into real and upcoding com¬ 
ponents. These studies indicate that real CMI 
change in past years has been in the range of 1.5 
percent to 1.6 percent. In the Commission’s Judg¬ 
ment. 1.5 percentage points of the 2.5 percent 
increase in the CMI for fiscal year 1992 will be 
related to real changes in patient resource require¬ 
ments. 

ProPAC's estimate of within-DRG case- 
complexity change takes into account information 
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from a series of studies, in which a more detailed 
patient grouping mechanism is applied to Medicare 
data for discharges within each DRG. As with the 
CMI, the rate of increase in ca.se complexity tends 
to decline over time. The most recent estimates are 
that case complexity rose by 0.6 percent in fiscal 
year 1989 and by 0.5 percent in fiscal year 1990. 
On the basis of this trend, ProPAC estimates that 
case-complexity change in fiscal year 1992 will be 
0.3 percent. 

During the first eight years of PPS, CMI change 
generated payment increases that were almost 
equal to those resulting from the annual updates 
and all other payment policies combined. Given the 
magnitude of this factor and its failure to diminish 
as much as expected, it remains an impoitant topic 
on the Commission’s analytic agenda. 

DifTerential Adjustments to the Standardized 
Amounts-ProPAC supports the provisions in 
OBRA 1990 that eliminate the difference between 
the standardized payment amounts for hospitals in 
rural areas and for those in other urban areas 
(metropolitan areas with fewer than one million 
people). This is to be accomplished by fiscal year 
1995 by providing higher updates to rural hospitals. 
Consistent with current law. the Commission is rec¬ 
ommending that the PPS update for rural hospitals 
be I percentage point higher than that for urban 
hospitals. The overall average update of 3.2 percent 
based on ProPAC’s PPS update framework would 
be maintained by increasing the rural update by 
0.85 percentage points, and decreasing the large 
urban and other urban hospital updates by 0.15 per¬ 
centage points. 

Since the beginning of PPS. Medicare payments 
have been higher relative to costs for urban hospi¬ 
tals than for rural hospitals. This is primarily the 
result of two factors. Urban hospitals have benefit¬ 
ed more from the PPS payment adjustments—par¬ 
ticularly the effects of CMI change and the indirect 
medical education (IME) and disproportionate 
share (DSH) adjustments. In addition, rural hospi¬ 
tals have had large declines in inpatient volume, 
raising fixed costs per case. 

However, as indicated in ProPAC’s October 
1991 report to Congress, Rural Hospitals Under 
Medicare's Prospective Payment System, several 
recent policy changes have improved the relative 
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performance of rural hospitals under PPS. This 
trend promises to continue. The Commission will 
monitor and analyze the further effects of these 
policies as additional data become available. 

Recommendation 2: Amount of the Update 
Factor for Hospitals Paid on the Basis of 
Hospital-Specific Rates 

The Commission believes that payments 
based on hospital-specific base-year costs 
for sole community hospitals and for small 
rural Medicare-dependent hospitals should 
be updated by the same factor that applies 
to the PPS rate for rural hospitals. 

This recommendation would result in an update 
to the hospital-specific rates of 4.05 percent for fis¬ 
cal year 1993, consistent with the Commission’s 
recommendation on the PPS update. Since the 
update is based on current projections of the fiscal 
year 1993 increase in the market basket index, its 
effective value may be modified as more current 
forecasts become available. 

OBRA 1989 provides that certain hospitals be 
paid on the basis of the PPS rate, their own 1982 
base-year costs updated to the current year, or their 
updated 1987 base-year costs, whichever would 
yield the largest payment. Two groups of hospitals 
qualify for this special treatment’ sole community 
hospitals, which meet certain criteria based on dis¬ 
tance from other hospitals or market share: and 
small rural Medicare-dependent hospitals, which 
are rural hospitals with fewer than SO beds and at 
least a 60 percent Medicare share of total dis¬ 
charges or inpatient days. The provision for small 
rural Medicare-dependent hospitals applies only to 
cost reporting periods ending on or before March 
31. 1993. 

Current law requires that the hospital-specific 
rates for these hospitals be updated at a rate equal 
to the increase in the PPS hospital market basket 
index. PPS rates, however, are to be updated by 
less than this amount in fiscal year 1993. This dis¬ 
crepancy means that hospitals with relatively high 
base-year costs (above the PPS rate) would receive 
a larger update than those with relatively low base- 
year costs. High-cost hospitals would therefore be 
twice advantaged. They would receive both their 


higher base-year cost rate and a higher update to 
those rates compared with lower-cost hospitals. 

The update applied to the hospital-specific rates 
for sole community hospitals and small rural Medi¬ 
care-dependent hospitals should be equal to that 
applied to the PPS rates under which the same hos¬ 
pitals would be paid. This option provides relief for 
hospitals with high base-year costs due to their spe¬ 
cial circumstances by raising their payment ba.se. 
However, once the payment base is rai-sed. it sub¬ 
jects them to the same payment constraints deemed 
appropriate for all other comparable PPS hospitals. 


The Commission recommends that a single 
update factor be developed for adjusting 
PPS operating and capital payment rates. 
The uf^ate framework should be consistent 
with that currently used by ProP.4C to 
develop the PPS operating rate update rec¬ 
ommendation, and should be put Into u.se 
for fiscal year 1994. 

Medicare’s capital payment method was changed 
from a cost basis to a prospective per case payment 
beginning in fiscal year 1992. The new capital pay¬ 
ment method will be phased in over a 10-year tran¬ 
sition period. During the transition, an increasing 
portion of capital payments will be based on the 
national average payment rate. 

The Secretary plans to update the base capital 
payment rate for fiscal year 1993 using the average 
per case increase in Medicare inpatient hospital 
capital costs in fiscal years 1989 and 1990. adjust¬ 
ed for case-mix change. The fiscal year 1994 and 
1995 capital updates are to be based on a similar 
methodology. Starting in fiscal year 1996. the Sec¬ 
retary will determine the capital update factor using 
a framework similar to that used for updating PPS 
operating payment rates. Because the statute 
requires that Medicare capital payments be budget 
neutral with respect to 90 percent of costs through 
fiscal year 1995. the proposed updates will affect 
the base payment rate, but not total capital pay¬ 
ments. Beginning in fiscal year 1996. however, the 
resulting base payment rate will determine the cap¬ 
ital payments each hospital receives. 


Recommendation 3: Updating Capital Payment 
Rates 


I 
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The CommLssion believes that ultimately there 
should be one payment for hospital inpatient oper¬ 
ating and capital expenses. ProPAC understands 
that it is not possible to combine operating and 
capital payments until the transition to fully 
prospective capital payment is complete. Despite 
the separate payment rates, hospitals do not distin¬ 
guish between their operating and capital pay¬ 
ments. Operating payments may be used to defray 
capital shortfalls and vice versa. Thus, hospitals 
should face the same Financial incentives for oper¬ 
ating and capital decisions. Therefore, the Secre¬ 
tary should move to a single update approach for 
inpatient operating and capital payment rates as 
soon as possible. 

The Commission believes that a formula-based 
update, consistent with that applied to the PPS 
update, should be used before Fiscal year 1996. In 
ProPAC's view, the use of past cost increases to set 
future payment rates is inappropriate. This would 
incorporate past cost increases that may reflect 
inelFicient capital spending behavior into the fiscal 
year 1996 base. Capital payments should be set at a 
level that reflects efFicient capital spending per 
ca.se. This would be accomplished by incorporating 
the update for capital payment rates into the current 
PPS update framework. 

ProPAC therefore recommends the development 
and use • ' in update framework that combines cap¬ 
ital and v.perating payments for Fiscal year 1994. 
Like the operating update currently used by 
ProPAC. the new combined update framework 
should incorporate a market basket to measure 
changes in prices, as well as adjustments for scien¬ 
tific and technological advances, productivity, and 
case-mix change. This would ensure that updates to 
both operating and capital base payment rates 
reflect increases in the cost of the goods and ser¬ 
vices that hospitals require to produce inpatient 
hospital care efFiciently. 

Adjusting the Payment System 

The PPS payment system adjusts hospital pay¬ 
ments in several ways to account for factors such 
us the level of teaching activity, wage rates, and 
case complexity, which may legitimately affect 
hospital costs. TTiese adjustments are important for 
providing a fair level of payment to hospitals 
depending on the circumstances they face. 
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As part of its mandate, the Commission exam¬ 
ines the distribution of PPS payments across hospi¬ 
tals and makes recommendations concerning the 
various adjustments to the payment system. 
ProPAC considers adjustments that are made both 
at a hospital level and at a case level. In this year’s 
report, the Commission makes recommendations 
concerning the indirect medical education and dis¬ 
proportionate share adjustments. Improvements in 
the deFinition of labor markets, transfer payment 
policy, hemophilia clotting factor, epilepsy centers, 
and the program establishing essential access com¬ 
munity hospitals (E.ACHs) and rural primary care 
hospitals (RPCHs). In addition, the Commission 
makes statements concerning DRG refinement, and 
Peer Review Organizations (PROs) and the quality 
of care. 

Recommendation 4: Level of Indirect Medical 
Education and Disproportionate Share 
Adjustments to PPS Operating Payments 

The Commission recommends that the indi¬ 
rect medical education adjustment to PPS 
operating payments be reduced from its 
current level of 7.7 percent to 7.0 percent 
for fiscal year 1993. This reduction should 
be implemented in a budget neutral fash¬ 
ion, with the anticipated decrease in indi¬ 
rect medical education payments returned 
to teaching hospitals that are designated as 
disproportionate share providers through a 
corresponding increase in their dispropor¬ 
tionate share adjustment percentages. 

The IME adjustment is intended to recognize the 
higher costs teaching hospitals incur in treating 
Medicare patients. These costs have been attributed 
to caring for patients with more severe or complex 
illnesses, providing a broader scope of more 
Intense services, and using a costlier mix of staff. 

ProPAC annually estimates the relationship 
between teaching intensity and adjusted Medicare 
operating costs per discharge. The adjustments con¬ 
trol for differences in costs that are accounted for by 
other PPS payment factors, such as geographic dif¬ 
ferences in the PPS base payment amounts, the 
local area wage index, the hospital's Medicare case- 
mix index, and outlier payments for extremely long 
or costly cases. The most recent analysis w as based 
on cost data from the sixth year of PPS and pay- 
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ment rules for fiscal year 1992. The results indicate 
that, on average, a 10 percent difference in teaching 
intensity is associated with a 5.7 percent difference 
in Medicare operating costs per discharge. 

The Commission recognizes that, since PPS 
began, the Medicare program has more than ade¬ 
quately compensated teaching hospitals for the 
costs of treating Medicare patients. The current 7.7 
percent IME operating payment adjustment is sub¬ 
stantially higher than the empirical estimate of 5.7 
percent indicated by the most recent analysis. 
Moreover. PPS operating margins consistently have 
been higher for teaching hospitals than for non¬ 
teaching hospitals. PPS margins have been espe¬ 
cially high for major teaching hospitals (that is, 
those with the highest levels of teaching intensity). 

However, the overall financial performance of 
major teaching hospitals has been poor relative to 
other hospitals. Major teaching hospitals have had 
lower total margins than other hospital groups. The 
Commission is concerned that the continued opera¬ 
tion of these hospitals and the fulfillment of their 
unique role in the provision of health care might be 
impaired by a substantial immediate reduction of 
Federal support. 

ProPAC believes that the Medicare program’s 
responsibility to its enrollees is broader than mere¬ 
ly paying for Medicare operating costs. This 
responsibility includes the maintenance of access to 
high-quality health care, which might be affected 
adversely if the poor financial condition of major 
teaching hospitals were to worsen. A sharp reduc¬ 
tion of the IME adjustment might have that unde¬ 
sirable effect. 

Given these considerations, the Commission 
believes that a gradual reduction of the IME adjust¬ 
ment is a prudent course of action. ProPAC would 
reduce the adjustment by approximately one-third 
of the difference between the current level and the 
Commission’s e.stimate of 5.7 percent each year for 
three years. Based on the current estimate of the 
relationship between teaching intensity and Medi¬ 
care operating costs, the IME adjustment would be 
reduced to 6.3 percent in fiscal year 1994 and to 
5.7 percent in fi.scal year 1995. This approach 
recognizes as an ultimate objective the use of the 
IME adjustment to compensate appropriately for 
differences in Medicare costs that are attributable 


to differences in teaching intensity. ProPAC will 
continue to examine the financial status of teaching 
hospitals to avoid any deleterious effects on access 
to high-quality care for Medicare enrollees. 

The DSH adjustment is designed to ensure that 
Medicare beneficiaries have access to high-quality 
health care at hospitals that treat a large share of 
low-income patients. Both access to care and the 
quality of the care provided by these hospitals 
might be affected adversely if their generally poor 
financial condition were to worsen. The Commis¬ 
sion believes that the Federal government and the 
Medicare program have a broad responsibility to 
avoid that situation. 

In recent analyses. ProPAC has compared sever¬ 
al methods of measuring the burden of uncompen¬ 
sated care and distributing disproportionate share 
payments. These analyses indicate that, except for 
hospitals with the highest uncompensated care 
loads, the current DSH adjustment mechanism dis¬ 
tributes payments reasonably proportional to the 
amount of uncompensated care provided. However, 
the hospitals that provide the largest share of 
uncompensated care receive a low share of DSH 
payments relative to that burden. 

ProPAC’s analyses indicate that DSH hospitals 
with teaching programs tend to have much lower 
total margins than other hospital groups (see Table 
2-2). The Commission is concerned that the unique 
role of these hospitals in the provision of high-qual¬ 
ity health care to low-income patients, including 
low-income Medicare patients, might be adversely 
affected if their financial condition were to worsen. 

ProPAC analyzed the effects of several alterna¬ 
tives for distributing the savings that would result 
from a reduction of the IME adjustment. Redis¬ 
tributing these savings through an increase in the 
DSH adjustment for hospitals with teaching pro¬ 
grams would greatly reduce the disparity in total 
margins across hospital groups. The Commission 
therefore recommends that the IME adjustment be 
exactly offset by corresponding increases in DSH 
payments for teaching hospitals designated as dis¬ 
proportionate share providers. 

As noted earlier, changes in the IME and DSH 
adjustments .should be considered in the context of 
their interactions with other components the 
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Table 2-2. Simulated Aggregate Total Margins, In the Sixth Year of PPS, Using Fiscal Year 1992 
Payment Rules with AKemative Adjustments (In Percent) 




Payment Adjustment Category 


Adjustment Alternative 

IME Only 

DSH Only 

IME and OSH 

Neither 

Fiscal year 1992 payment rules, including a 7.7 
percent indirect medical education adjustment 

4.2% 

4.0% 

2 .8% 

45% 

Fiscal year 1992 payment rules, with a 5.7 percerYt 
indirect medical education adjustment and savings 
redistributed to: 





DisproportKXtate share teaching hospitals 

3.7 

4.0 

32 

45 

AN disproportionate share hospitals 

3.7 

4.7 

2.9 

45 

All hospitals 

4.0 

4.3 

2.5 

47 

Fiscal year 1992 payment rules, with 5.7 percent 
indirect medical education adjustment and no 
redistribution of savings 

3.7 

4.0 

22 

45 


SOURCE: PtoPAC analyse oi Medicara Coal Rapodt and MadPAR Ma data from iha Haafth Cara PtfiaiKirtg Admimstratiort 


payment system and their effects on PPS payments, 
as well as hospitals’ overall financial status. The 
impact on the quality of care and access to that care 
should also be considered. In general, any change 
in Medicare payment policy must be evaluated in 
terms of its effect on the health care system as a 
whole. 

In the coming year. ProPAC will continue to 
examine the level and structure of the IME and 
DSH adjustments, as well as other factors that 
affect hospitals’ payments, costs, and financial con¬ 
dition. The distribution of PPS and total margins 
and the other effects of potential changes in the 
IME and DSH adjustments will also be studied. 
ProPAC’s most recent analysis is described in a 
technical report. Indirect Medical Education and 
Disproportionate Share Hospital Payment Adjust¬ 
ments (March 1992). 

Recommendation 5: Consistency of Indirect 
Medical Education and Disproportionate Share 
Adjustments to PPS Capital and Operating 
Payments 

The Commission recommends that the 
same level of indirect medical education 
and disproportionate share payment 
adjustments be applied to both operating 
payments and the prospective component of 
capital payments, beginning in fiscal year ; 


1994. Further, ProPAC believes that the 
methods of determining these adjustments 
to PPS operating payments should also be 
applied to capital payments. Therefore: 

• The measure of teaching intensity used 
for the indirect medical education adjust¬ 
ments should be defined in terms of the 
ratio of residents per bed, and 

• The criteria for designation as a dispro¬ 
portionate share provider should be 
based on urban or rural location and 
number of beds. 

These changes would better reflect the poli¬ 
cy objectives of the Congress in defining 
and setting the levels of the payment 
adjustments. They would also be consistent 
with the principle of incorporating capital 
into the PPS rate. 

Through fiscal year 1991. PPS operating pay¬ 
ments were determined prospectively, while capital 
costs were paid on a pass-through basis. Therefore, 
the IME and DSH adjustments were applied only to 
PPS operating payments. In fiscal year 1992. capi¬ 
tal payments began a 10-year transition to a fully 
prospective payment system. The prospective com¬ 
ponent of PPS capital payments also includes 
adjustments for teaching and disproportionate share 
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hospitals. However, both the definitions and the 
levels of these adjustments differ from the IME and 
DSH adjustments to operating payments. 

A single IME adjustment applied to both 
operating and capital payments requires a consis¬ 
tent definition of teaching intensity. The measure of 
teaching intensity used for the IME adjustment for 
operating payments is based on the number of resi¬ 
dents per available bed. By contrast, the number of 
residents per patient is used to define teaching 
intensity for capital payments. 

The two measures of teaching intensity are simi¬ 
lar for hospitals with high occupancy rates, but the 
per patient measure is much higher for hospitals 
with low occupancy rates. Therefore, basing the 
IME adjustment on the per patient measure would 
tend to reward low occupancy teaching hospitals at 
the expense of high occupancy teaching hospitals. 
The Commission believes this result is inconsistent 
with the PPS objective of encouraging the efficient 
provision of health care services. 

Furthermore. ProPAC’s analyses indicate that 
use of the per patient measure would substantially 
reduce payments to high occupancy major teaching 
hospitals in urban areas, which have a large share 
of low-income patients and low total margins. By 
contrast, the per patient measure would substantial¬ 
ly increase payments to low occupancy (often sub¬ 
urban) hospitals, with smaller teaching programs, a 
smaller share of low-income patients, and higher 
total margins. Because the per patient measure 
would both produce inappropriate incentives and 
reduce IME payments to the teaching hospitals 
with the greatest need for Federal support, the 
Commission believes that the measure of teaching 
intensity for IME adjustments to both operating 
and capital payments should be based on the ratio 
of residents to available beds. 

The IME adjustment applied to operating pay¬ 
ments is based on an analysis of the relationship 
* between teaching intensity and operating costs per 
Medicare case. The IME adjustment applied to cap¬ 
ital payments is based on the relationship between 
teaching intensity and combined operating and cap¬ 
ital costs per Medicare case. In the longer term, the 
t Commission believes that a single IME adjustment 
applied to both operating and capital payments 
should be based on the combined measure. As with 


the current operating adjustment, the level should 
be set to reflect not only the empirical relationship, 
but also the broader policy objectives that have 
been incorporated by the Congress. 

The eligibility criteria for the DSH adjustments 
to operating and capital payments also differ. The 
operating adjustment is based on urban or rural 
location and the number of beds, as well as the hos¬ 
pital's low-income share. However, only urban 
hospitals with at least 100 beds are eligible for the 
DSH capital payment adjustment. Thus, many hos¬ 
pitals that receive the DSH operating payment 
adjustment are not eligible for the capital payment 
adjustment. 

In addition, the two DSH adjustments use differ¬ 
ent distribution formulas: The DSH operating pay¬ 
ment adjustment is graduated, and directs more 
payments to hospitals with the highest shares of 
low-income patients than the DSH capital payment 
adjustment. ProPAC compared several alternative 
methods for distributing DSH payments and found 
that, of the alternatives considered, the graduated 
DSH operating payment formula distributes pay¬ 
ments that most closely correspond to the broader 
objectives of the policy. 

The Commission therefore recommends that the 
eligibility criteria and adjustment formulas devel¬ 
oped for DSH operating payment adjustments be 
applied to capital payments. In anticipation of a 
fully prospective system for both operating and 
capital payments, ProPAC has recommended that 
consistent update factors be implemented in fiscal 
year 1994. Tlie Commission also recommends that 
the IME and DSH adjustments applied to the 
prospective component of capital payments should 
be the same as the adjustments applied to operating 
payments, effective in fiscal year 1994. 


Recommendation 6: Improvements in Labor 
Market Definitions 

The Commission believes that the current 
PPS labor market definitions need to be 
improved or replaced as soon as possible. , 
Suitable alternative definitions, however, t 
are not immediately available. In coopera¬ 
tion with the American Hospital Associa¬ 
tion and the Health Care Financing 
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Administration, ProPAC is developing alterna¬ 
tive labor market definitions that may alleviate 
many of the current problems. On the basis of 
this effort, the Commission hopes to be able to 
recommend substantially revised labor market 
definitions for fiscal year 1994. 

Under PPS, an area wage index is used to adjust 
hospitals’ DRG payment rates per discharge to 
reflect variations in the wage rates hospitals must 
pay for labor in different geographic areas. The 
index measures the level of average hourly com¬ 
pensation for hospital workers in each labor market 
area relative to the national average. Under current 
law. changes in the wage index are required to be 
budget neutral. Therefore, changes in the wage 
index do not affect aggregate payments to hospitals 
under PPS. However, the index is a key determi¬ 
nant of the distribution of payments among hospi¬ 
tals because of its impact on each hospital's base 
payment rate. A 10 percent difference in the wage 
index for a hospital's labor market area will lead to 
about a 7 percent difference in its total PPS pay¬ 
ments. 

Since the inception of PPS. the wage index has 
been constructed using labor market areas based on 
county boundaries. Urban labor market areas have 
been defined by metropolitan statistical areas 
(MSAs). Each MSA includes a set of contiguous, 
economically integrated counties, generally incor¬ 
porating a central city and its surrounding suburbs. 
A single statewide rural labor market area has been 
defined for each state, including all counties in the 
state that are not in an MSA. 

The use of labor market areas based on county 
boundaries has created two important problems. 
First, large differences in wage index values often 
exist between nearby hospitals located on cither 
side of such boundaries. In fiscal year 1991. for 
example, the wage index for hospitals located in 
the Joliet. Illinois. MSA was 33 percent higher than 
that for nearby hospitals located in adjacent rural 
counties. Differences of somewhat lesser magni¬ 
tude often exist among adjacent MSAs and among 
adjacent rural labor market areas in neighboring 
states. 

In addition, many, of these labor markets cover 
extensive geographic ^as that include a large and,, 
diverse population of hospitals. This occurs 
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because of the vast size of many counties, especial¬ 
ly in the West. Hourly compensation for hospital 
workers often varies markedly among the hospitals 
within such areas. Consequently, many hospitals 
are paid according to an index that does not accu¬ 
rately reflect their actual labor market conditions. 

These problems have led to numerous com¬ 
plaints about inequities In PPS payments. Hospitals 
in many rural areas have argued that they are treat¬ 
ed unfairly because they compete for labor with 
hospitals in nearby MSAs. Similarly, hospitals in 
the highly urbanized central counties of MSAs 
have argued that their payments are too low 
because they are grouped with suburban hospitals. 

In OBRA 1989. Congress established the Medi¬ 
care Geographic Classification Review Board to 
consider hospital applications for geographic 
reclassificafion. Under this legislation, hospitals are 
permitted to apply for reclassification for the pur¬ 
pose of the wage index, the standardized amount, 
or both. Generally, hospitals may apply for reclas¬ 
sification to an adjacent MSA. or to an adjacent 
statewide rural area. 

In its first year of operation, more than l.lOO 
hospitals applied to the board for reclassification 
effective in fiscal year 1992. mostly for the purpose 
of the wage index. About 90 percent of all applica¬ 
tions were approved by the board. As a result, more 
than one-quarter of all rural hospitals and about 6 
percent of urban hospitals have been reclassified 
from the PPS labor market areas in which they are 
actually located to nearby (generally urban) labor 
market areas. 

These reclassifications have led to substantial 
increases in payments for many hospitals. HCFA 
estimated that payments to hospitals reclassified for 
the wage index would increase in fiscal year 1992 
by 5.2 percent, due to reclassification alone. The 
estimated increase averaged 6.8 percent for reclas¬ 
sified rural hospitals and 2.9 percent for reclassi¬ 
fied urban hospitals. 

Statutory provisions governing the calculation of 
the wage index after reclassification protect most 
hospitals from declines in thqir wage index values. 
Therefore, the increase in aggregate payments due 
40 reclassification was substantially, Jarger than it 
, otherwise would have been. However, the statute 
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also requires the Secretary to adjust the standard¬ 
ized payment amounts for urban hospitals so that 
aggregate PPS payments do not change as a result 
of reclassification. Consequently, payments to 
urban hospitals were reduced by 1.0 percent (about 
$450 million) in fiscal year 1992. Thus, payments 
are expected to increase about 2.9 percent for urban 
hospitals that were reclassified for the wage index. 
Payments are expected to decline by 1.0 percent for 
most of the remaining urban hospitals. 

ProPAC analysis of the recent reclassification 
decisions suggests that this policy has failed to 
resolve many of the problems it was intended to 
address. Although reclassification has clearly 
increased payments for many of the affected hospi¬ 
tals. large differences in wage index values still 
exist across the boundaries of adjacent labor 
market areas. The current labor market areas also 
continue to include diverse sets of hospitals with 
widely varying hourly compensation rates. Further, 
the reclassification process has created a sizable 
ongoing administrative burden and considerable 
uncertainty for hospitals. 

Some of the failure of reclassification may be 
due to problems with the qualifying criteria. 
Improvements in the criteria for approving reclassi¬ 
fication requests could reduce the number of inap¬ 
propriate reclassifications. However, this would not* 
solve the fundamental problems associated with the 
current labor market definitions because reclassifi¬ 
cation modifies only the edges of each labor market 
area. 

Congress has continued to receive numerous 
complaints about the fairness of the wage index. 
Consequently, both the Senate Finance Committee 
and the House Ways and Means Committee have 
asked ProPAC to develop a new approach to labor 
market definitions. The American Hospital Associ¬ 
ation and HCFA have also expressed strong interest 
in this effort. 

The most serious limitations of the current labor 
market definitions are related to the large size and 
fixed boundaries of MSAs and statewide rural 
areas. It is assumed, implicitly, that hospitals locat¬ 
ed within each area compete for labor, while those 
located on opposite sides of area boundaries do not. 
This produces large differences in wage index val¬ 
ues for adjacent labor market areas. At the same 


time, substantial variations in hourly compensation 
rates within each area are unrecognized. 

To define alternative labor market areas that rec¬ 
ognize the local nature of labor competition, the 
Commission plans to develop hospital-specific 
labor markets ba.sed on the set of hospitals located 
nearest to each hospital, measured by road miles. 
These labor market areas will not have fixed geo¬ 
graphic boundaries like county borders. Instead, for 
each hospital, the areas will merely identify other 
nearby hospitals as the most probable competitors 
for labor. The implicit assumption is that a hospi¬ 
tal’s nearest neighbors will provide the best mea¬ 
sure of the labor market conditions it faces. 
Because this approach will produce overlapping 
labor market areas for nearby hospitals, it is likely 
to reduce substantially the strong boundary effects 
among labor market areas in the current wage 
index. 

A number of difficult issues need to be resolved 
to determine whether this approach would result in 
appropriate labor market ureas. Moreover, the dis¬ 
tance data needed for this project are not likely to 
be available before mid-1992 at the earliest. In 
addition, the analysis will take several months. 
Thus, even if the project is highly successful, it is 
improbable that the resulting wage index could be 
implemented for fi.scal year 1993. The Commission 
believes, however, that other currently available 
policy options are not likely to produce significant 
overall benefits. Therefore. ProPAC recommends 
that Congress await the outcome of this effort 
before taking further action. 

Potential Major Refinements to the DRGs 

The Commission has recently completed a 
partial evaluation of the impact of alternative 
proposals for major refinement of the DRGs. 
The results indicate that these refinements 
would allow more accurate classification and 
payment for Medicare cases. Further study 
would be needed, however, to reach a final 
judgment regarding the desirability of any of 
the proposed modifications. Therefore, 
ProPAC is not recommending adoption of 
major changes at this time. The Commission 
is interested in (he views of hospitals and 
other entities as it continues to assess (he 
desirability and impact of these refinements. 
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The Commission recently conducted a partial eval¬ 
uation of the impact of alternative proposals for 
major refinement of the DRG patient classification 
system. These proposals were developed by the 
Health Systems Management Group at Yale Uni¬ 
versity and by 3M Health Information Systems for 
New York State. 

The results of ProPAC's analysis indicate that 
both proposals would permit more accurate 
classification of Medicare patients under PPS. Con¬ 
sequently. payments to hospitals would more accu¬ 
rately reflect cost differences due to variations in 
severity of illness and other factors. 

Adoption of either proposal also would substan¬ 
tially affect the distribution of PPS payments 
among hospitals. Under current law. the Secretary 
is required to adjust payments to hospitals so that 
any change in the DRGs or the ORG weights 
would be budget neutral. (That is. the standardized 
payment amounts would be adjusted so that esti¬ 
mated aggregate payments after the change are 
equal to those that would have been made without 
it.) This means that changes in the DRGs leading to 
higher payments for some hospitals must result in 
offsetting reductions in payments to other hospitals. 

On average, either set of DRG refinements 
would lead to an increase of about I percent in pay¬ 
ments per discharge for major teaching hospitals 
and for disproportionate share hospitals located in 
large urban areas. Conversely, average payments 
per discharge would decrease by about I percent 
for small rural hospitals and for sole community 
hospitals. This would occur because the refined 
DRGs would better reflect differences in the aver¬ 
age .severity of illness of the patients treated by var¬ 
ious types of hospitals. 

However, the distribution of PPS payments 
would change even more within any hospital cate¬ 
gory. The percentage change in payments per dis¬ 
charge for individual major teaching hospitals 
would range from -1.8 percent to 2.6 percent using 
the Yale DRG refinement. Similarly, the percentage 
change in payments per discharge for individual 
rural hospitals would range from -3.0 percent to 
3.8 percent. The pattern of change would be quite 
similar under the New York refinement, although 
the size of the change would be somewhat smaller 
in every hospital group. 
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In addition, uncertainty remains regarding other 
potential effects of adopting either of these refine¬ 
ments. First, it is not clear how much other 
payment adjustments, such as the indirect medical 
education or disproportionate share adjustments, 
would need to be modified to accommodate changes 
in patient classification. It is also unclear to what 
extent large differences in payment rates between 
patients with different classes of comorbidities and 
complications would encourage undesirable changes 
in coding behavior. Moreover, the administrative 
burden hospitals and intermediaries would face in 
converting to either system is uncertain. 

Resolving these issues will require further evalu¬ 
ation. In addition, the Commission believes that it 
may be more desirable to consider adopting these 
refinements as part of a broader package of pay¬ 
ment reforms. Other reforms might include major 
changes in the construction of the PPS wage index, 
changes in the methods and data used to calculate 
DRG weights, and changes in the definition and 
financing of payments for outlier cases. (Sec Rec¬ 
ommendation 6 for a discussion of the wage 
index.) Consequently, ProPAC is not at this time 
recommending adoption of either of the proposed 
DRG refinements. The Commission is interested in 
the views of hospitals and other entities as it con¬ 
tinues to assess the desirability and impact of these 
proposals. 

Recommendation 7: Medicare Transfer 
Payment Policy 

Cases transferred out of a hospital should 
be paid based on a graduated per diem up 
to the full DRG payment to recognize the 
higher daily costs associated with the first 
few days in a patient stay. In addition, outli¬ 
er payment policy should be reexamined, 
particularly with respect to transfer cases 
received by a hospital. The Commission 
believes that hospitals are penalized by the 
current payment for transfers and that fur¬ 
ther examination of whether hospitals have 
the appropriate incentive to transfer 
patients, particularly with respect to recu¬ 
perative care, is warranted. 

Medicare cases transferred out of one hospital and 
into another are paid a uniform per diem based on 
the DRG, up to the full DRG amount. The final 
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hospital in a transfer sequence receives the full DRG 
payment, although the patient involved may be 
assigned to a different DRG for each hospitalization. 

Over the past few years, ProPAC has conducted 
an extensive analysis of transfer payment policy. 
The analysis found that the uniform per diem pay¬ 
ment provided to the transferring hospital under¬ 
compensated the hospital for the care provided. 
Payment to cost ratios were substantially below 
average for cases with short lengths of stay, but 
were closer to average for cases with typical stays. 
This is because a uniform per diem payment does 
not recognize the frequently higher costs associated 
with stabilization, evaluation, and surgery that gen¬ 
erally take place early in a patient’s hospital stay. 

The analysis found that the receiving hospital 
was also un^rcompensated for transfer cases due to 
a higher incidence of outliers among these patients. 
A ProPAC technical report outlining the findings 
from the analysis will be published in April 1992. 

The Commission believes that the payment sys¬ 
tem should not influence the decision to transfer a 
patient. Rather, the decision should be based solely 
on appropriate patient care. ProPAC is concerned 
that the current payment method may inappropri¬ 
ately penalize hospitals that transfer patients to 
another institution for more complex care or for 
recuperative care. 

A graduated per diem payment could more accu¬ 
rately reflect the higher daily costs associated with 
the first few days of care by more closely tracking 
these costs. A gi^uated per diem payment, to vary 
by day of stay, would be highest for the first day of 
care and lowest for the last day. The cumulative per 
diem payments would not exceed the full DRG 
payment. The methodology for developiog a gradu¬ 
ated per diem payment could follow a sttidy con¬ 
ducted by RAND for ProPAC (How Services and 
Costs Vary by Day of Stay for Medicare Hospitai 
Stays}. This study examined how cost varied for 
each day of a patient stay for a number of DRGs. 
The Commission would ^ happy to work with the 
Secretary in developing a graduated per diem pay¬ 
ment for transfer cases. 

The current payment method also discourages 
the transfer of cases from one hospital to another 
for recuperative care, as noted above. A graduated 


per diem for ail but the final admission in a transfer 
sequence could reduce the penalty faced by these 
hospitals. However, the full DRG payment amount 
for cases requiring recuperative care may be too 
high. Further, it is uncertain whether a graduated 
per diem payment would affect hospital behavior in 
these situations. Nor is it known if behavioral 
change would be desirable. ProPAC therefore 
encourages the Secretary to explore the benefits of 
encouraging these kinds of transfers, as well as 
what payment policy would be appropriate. Finally, 
the Commission believes PROs should continue to 
review transfer cases in order to monitor changes in 
frequency that are related to any new financial 
incentives. 

The Commission is also concerned that Medi¬ 
care's outlier payment policy penalizes hospitals 
that receive numerous transfer cases. ProPAC anal¬ 
ysis has shown that a larger than average propor¬ 
tion of transfer cases become outliers and that the 
losses on these cases are substantially greater than 
those for the average outlier case. ProPAC strongly 
urges the Secretary to reexamine outlier payment 
policy, giving particular attention to transfer cases. 
The Commission also plans to reexamine outlier 
payment policy in the near future and is willing to 
work with the Secretary on the issue. 

Recommendation 8: Payment for Hemophilia 
Blood Clotting Factor 

The Commission believes that current PPS 
payment policies are adequate to prevent 
significant payment inequities for hospitals 
that treat Medicare beneficiaries with 
hemophilia. Therefore, ProPAC does not 
recommend reinstatement of an add-on 
payment for the costs of blood clotting fac¬ 
tor provided to hemophilia patients. How¬ 
ever, should the current situation change, 
the Commission may reevaluate this issue. 

In 1989, the Commission recommended 
implementation of an add-on payment, for a two- 
year period, for the costs of providing blood clot¬ 
ting factor to Medicare patients with hemophilia. 
This payment was needed because the prices of 
clotting factors bad risen dramatically in 1987 and 
1988. These increases were due mostly to new 
manufacturing processes designed to reduce the 
risk of transmitting the human immunodeficiency 
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virus (HIV). Congress enacted ProPAC’s recom- 
mendation in OBRA 1989. The add-on payment 
was effective for discharges occurring after June 
18. 1990. and before December 19. 1991. Congress 
has asked ProPAC to reevaluate this issue. 

Reinstatement of the add-on payment for clotting 
factor could be justified if there were many benefi¬ 
ciaries who required it. if the costs to administer it 
were substantial, and if these cases were concentrat¬ 
ed in a few hospitals. But in fiscal year 1990. there 
were fewer than 3.000 di.schaiges of Medicare bene¬ 
ficiaries with hemophilia. Not all required blood 
clotting factor. These cases were treated in more 
than 1.300 hospitals. Of the hospitals providing this 
care. 94 percent treated five or fewer 
Medicare beneficiaries with hemophilia. So there 
are relatively few of these cases, and they are wide¬ 
ly scattered among many hospitals. Further, even 
though hemophiliacs are. on average, more costly to 
treat than other cases within a given DRG. there are 
insufficient data to indicate that these differences 
are due to the administration of clotting factor. 

Current PPS payment policies adequately 
compensate hospitals that treat Medicare beneficia¬ 
ries with hemophilia. Hospitals’ billed charges, 
which are used to recalibrate the DRG weights, 
include the costs of clotting factors. Therefore, 
these costs are reflected in higher weights for the 
DRGs that include these patients. In addition, while 
payment to cost ratios are. lower than average for 
hemophilia discharges compared with all Medicare 
discharges, the process of averaging offsets the loss¬ 
es from these cases against the profits from cases 
with lower average costs. Finally, outlier payment 
policy is designed to provide additional compensa¬ 
tion to hospitals for exceptionally costly cases. 

If the current situation changes, and future 
evidence indicates that the co.sts of administering 
clotting factors to patients with hemophilia become 
significantly burdensome for some hospitals, the 
Commission will reevaluate this issue. 

Recommendation 9: Payment for Epilepsy 
Cases 

The current DRG assignment should be 
revised to account for the resource require^ 
ments of patients with epilepsy receiving 
intensive neurodiagnostic monitoring. 


Epilepsy is a chronic disorder of the brain, char¬ 
acterized by the tendency to have recurrent 
seizures. Approximately 10 percent of epilepsy 
patients do not attain an adequate level of seizure 
control: Their seizure disorders are characterized as 
intractable. In 1987, concerns over the adequacy of 
PPS payment for the treatment of intractable 
epilepsy patients receiving intensive neurodiagnos¬ 
tic monitoring were brought to the Commission’s 
attention. 

ProPAC reported preliminary findings on this 
issue in its March 1988 report to the Secretary. At 
that time, only three centers were identified as pro¬ 
viding specialized care for the treatment of 
intractable epilepsy. Within the two DRGs to which 
the majority of these cases were assigned (DRG 24 
and DRG 25). payment shortfalls were larger for 
patients with epilepsy than for other patients. How¬ 
ever, the Commission deferred making a recom¬ 
mendation at that time because there were no 
specific codes to identify patients with intractable 
epilepsy. Since then, the number of hospitals pro¬ 
viding the.se specialized services has increa.sed to 
more than 40. and codes that distinguish patients 
w ith intractable epilepsy have been implemented. 

Commission analyses of data from fiscal year 
1990 found that the majority of patients with 
epilepsy are not concentrated in any hospital type. 
However, hospitals providing specialized services 
had a higher percentage of patients with epilepsy 
who receive monitoring. Further, nearly 64 percent 
of the patients in these hospitals who were assigned 
to DRGs 24 and 25 had intractable epilepsy, com¬ 
pared with about 31 percent in other PPS hospitals. 

Payment to cost ratios were lower for patients 
with epilepsy compared with other patients in the 
same DRG. For example, ratios were about 10 per¬ 
cent lower for epilepsy patients compared with 
other patients in DRG 25. These differences were 
larger for patients with intractable epilepsy and for 
those receiving monitoring. In DRG 25. the 
payment to cost ratios were 18 percent lower for 
patients with intractable epilepsy. Those receiving 
monitoring had ratios nearly 22 percent lower than 
other patients in the same DRG. The same pattern 
was seen in DRG 24 as well. 

Therefore, the Commission believes that the 
Secretary should evaluate the current DRG 
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assignment for patients with intractable epilepsy, 
particularly those receiving intensive neurodiag¬ 
nostic monitoring. The payment system should 
not discourage hospitals from treating these 
patients. The Commission realizes, however, that 
more accurate codes may need to be implemented 
to ensure that the appropriate type of monitoring 
is reflected in the patient records. 

Recommendation 10: Essential Access 
Community Hospital Program 

The Commission recommends that the Sec¬ 
retary waive, on an individual case basis, 
some of the requirements for participation 
in the Essential Access Community Hospi¬ 
tal Program. This would encourage 
increased hospital participation and allow 
the Secretary to gain additional experience 
with alternative policies. Over time, poli¬ 
cies should be expanded to target the larg¬ 
er group of hospitals that should continue 
to operate but offer limited, less specialized 
inpatient services. By refocusing these hos¬ 
pitals’ operations, the Commission believes 
that overall system efficiency may be 
improved without sacrificing access to 
care. 

OBRA 1989 required the Secretary of Health 
and Human Services to establish an Essential 
Access Community Hospital Program in up to 
seven states. By restructuring the delivery of ser¬ 
vices in rural areas, the program seeks to ensure 
access to care through the provision of emergency 
services and an entry point for inpatient care. 
Restructuring is also designed to reduce the cost of 
providing appropriate care, primarily through 
downsizing inpatient capacity. 

The program requires every participating state to 
develop a rural regionalization plan with two levels 
of care. Rural primary care hospitals are to provide 
emergency and temporary inpatient care for cases 
needing stabilization prior to discharge or transfer. 
Essential access community hospitals are to act as 
full-service referral hospitals for the RPCHs. 

Participating RPCHs must transform from pro¬ 
viding routine inpatient care to offering more limited 
emergency inpatient and outpatient services. 


Specifically, all hospitalizations in RPCHs must be 
certified as emergencies by a physician, and 
patients must be discharged or transferred within 
three days. In addition, a RPCH is limited to six 
inpatient beds, unless the hospital has swing beds. 
In that case, the RPCH may have up to 12 total 
beds, with no more than 10 beds concurrently used 
for skilled nursing level services. Further, formal 
agreements with at least one other hospital must be 
established for the referral and admission of cases 
that cannot be treated at the RPCHs. By limiting 
the services offered at these hospitals, the extra 
costs of maintaining inpatient capacity while serv¬ 
ing a small number of patients may be avoided. 
Instead, local residents requiring non-emergency 
inpatient care are to be treated in a hospital offering 
an appropriate array of services. 

The Commission agrees with the intent of this 
program. Nevertheless, it has concerns regarding 
several specific RPCH provisions, as outlined in its 
report to Congress, Rural Hospitals Under Medi¬ 
care's Prospective Payment System. ProPAC ques¬ 
tioned the following: (I) the condition of payment 
requiring certification that the admissions were 
required on a temporary, inpatient basis; (2) the 
six-bed limitation: and (3) the maximum three-day 
length of stay. 

The program also contains several provisions for 
EACHs. These facilities must be located 35 miles 
from another EACH or rural referral center and 
have at least 75 beds. The hospitals must agree to 
provide emergency and medical backup services to 
RPCHs, offer admitting privileges to RPCH physi¬ 
cians, and accept RPCH patients as transfers. The 
Commission is troubled by the 75-bed requirement., 
which may encourage unnecessary bed capacity or 
disallow participation of small, full-senice hospi¬ 
tals. 

In the Commission's judgment, the EACH 
program provisions are so restrictive that many 
otherwise eligible hospitals may choose not to par¬ 
ticipate. Without sufficient participation, the pro¬ 
gram is unlikely to meet its goals. Therefore. 
ProPAC encourages the Secretary to waive certain 
provisions on an individual case basis. This llexi- 
bility may result in higher ho.spital participation 
while experience is gained regarding alternative 
policies. 
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The EACH program is not designed to solve the 
problems facing those rural hospitals that wish to 
remain open but arc not financially viable in their 
current configuralion. Because this program is lim¬ 
ited to hospitals that will discontinue their routine 
inpatient care, it is unlikely to have a laige impact 
on the organization and delivery of rural hospital 
care. Thus, the Commission recommends that poli¬ 
cies eventually should be expanded to target larger 
hospitals that will remain open as inpatient facili¬ 
ties. These hospitals should be made more efficient 
through appropriate restructuring of their services. 
The Rural Transition Grant Program, administered 
by HCFA. is one effort aimed at helping hospitals 
adapt to their changing circumstances. Begun in 
1987. this program provides funds to help small 
rural not-for-profit hospitals and their communities 
adapt to changing demand for services, excess 
acute care capacity, and the inability to provide 
appropriate staffing. It is designed to ensure access 
to emergency and inpatient care in areas where ser¬ 
vices are eliminated. 

Alternatively, the EACH program could be 
expanded to permit the participation of hospitals 
offering routine inpatient services for treatment of 
appropriate cases. This could enable other hospitals 
that wish to remain open to use EACH funds to 
downsize and develop linkages with full-service 
hospitals. The Commission would gladly collabo¬ 
rate with Congress and other interested parties to 
develop a workable strategy to achieve a more effi¬ 
cient hospital system. 

PRO Review and Quality of Care 

The Commission believes the Peer Review 
Organization program should continue to 
monitor, at the case and facility levels, the 
care furnished to Medicare beneficiaries. 
Although the Commission commends the 
planned expansion of epidemiologic patterns 
of care studies using the Uniform Clinical 
Data Set, these more general analyses should 
not replace all case-level and facility-level 
quality review. Further, funding should be 
sufficient to allow PROs to perform case- 
level and facility-level review, as well as more 
general analyses of broad patterns of care. 

Peer Review Organizations, which are private 
organizations under contract to HCFA. generally 
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operate at the state level. These organizations 
review hospital medical records in a given state to 
determine whether payment should be made for 
services provided under Medicare. HCFA specifies 
the major responsibilities of the PROs in their con¬ 
tracts. which are awarded for three years. One-third 
of these contracts come up for renewal each year. 

Historically, the mandate of the PROs has 
included quality of care and utilization review at 
the hospital level. Past ProPAC recommendations 
have addressed the need to improve quality of care 
review by. for instance, implementing better quality 
screens (the specific criteria against which care is 
evaluated). The Commission has also called for 
more sophisticated methods of quality review that 
emphasize outcomes measures. 

The fourth PRO contracting cycle began in the 
fall of 1991. The contracts issued during the latest 
cycle reflect the Secretary’s overall strategy of 
shifting the PRO program’s focus from an 
emphasis on individual record review to a more 
systematic analysis of patterns of use and patterns 
of outcome. This strategy is consistent with rec¬ 
ommendations made in the recent Institute of 
Medicine (lOM) report. Medicare: A Strategy for 
Quality Assurance. The lOM’s recommendations 
reflect its belief that hospitals, together with their 
medical staffs, will continue to improve the quali¬ 
ty of care furnished to all patients. 

In conjunction with this changed focus, the 
Uniform Clinical Data Set (UCDS) is being imple¬ 
mented. An automated record review system, the 
UCDS is designed to standardize the review pro¬ 
cess and produce a detailed, patient-level database. 
This database will be important in conducting 
epidemiologic studies of patterns of health care 
delivery. The Commission strongly supports this 
type of activity. 

However, with increased emphasis on a more 
nationally representative database, the hospital- 
level review of the care furnished to Medicare 
beneficiaries has been deemphasized. No other 
external entity will perform this function. The 
Commission is concerned that this shift in PRO ori¬ 
entation is at the expense of quality monitoring at 
the individual and facility level. Ail levels of quali¬ 
ty should be examined, from individual cases and- 
facilities to local, regional, and national patterns of 
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care. Therefore, although the UCDS is a useful and 
important tool, it does not substitute for facility and 
case-level review of the quality of care provided to 
Medicare beneficiaries. 

PRO funding should be sufficient to provide for 
adequate review at the case and facility level. 
Funding should also permit analyses of broad pat¬ 
terns of care. ProPAC is concerned that budget cuts 
will have an unfavorable impact on both of these 
important types of activities. 

Updating and Adjusting Payments to PPS* 
Excluded Hospitals and Distinct-Part Units 

Since the implementation of Medicare’s prospec¬ 
tive payment system in 1983, certain hospitals (psy¬ 
chiatric, rehabilitation, long-term, and children’s) 
and distinct-part units (psychiatric and rehabilita¬ 
tion) have been exempt. Further, cancer hospitals 
were exempted from PPS as a result of OBRA 
1989. The primary rea.son for their exemption was 
that DRGs failed to predict accurately the resource 
costs for patients treated by these providers. 

PPS-excluded hospitals and distinct-part units are 
subject to the payment limitations and incentives 
established in the Tax Equity and Fiscal Responsi¬ 
bility Act of 1982 (TEFRA). They are paid on the 
basis of each facility's historical costs trended for¬ 
ward, with a limit placed on the rate of increase in 
per case reimbursable costs. These TEFRA target 
rate-of-increase limits are updated annually. The tar¬ 
get rate per dischai^e is based on hospital-specific 
Medicare costs in a base year, which varies depend¬ 
ing on when the facility was constructed or convert¬ 
ed to a PPS-excluded category. 

Facilities with costs less than the target rate per 
discharge receive their costs plus an additional 
payment that is the lesser of 50 percent of the dif¬ 
ference between their costs and the TEFRA target 
rate, or S percent of this target rate. Beginning in 
fiscal year 1992, providers with costs exceeding 
their target rates will receive 50 percent of these 
costs subject to a total payment ceiling of 110 per¬ 
cent of the target amount. Further, the Secretary is 
required to provide for an adjustment to the amount 
of payment for a hospital when events beyond the 
hospital's control distort the increase in costs for a 
cost reporting period. 


The TEFRA target rate-of-increase limits are 
updated annually. PPS-excluded hospitals and 
distinct-part units received the same update provid¬ 
ed to PPS hospitals until fiscal year 1989. Congress 
then set the TEFRA target rate update equal to the 
projected increase in the market basket. Beginning 
in fiscal year 1991, the Secretary has implemented 
a separate market basket for PPS-excluded 
providers. Although the update has been legislated. 
Congress requires the Commission and the Secre¬ 
tary of HHS to recommend an annual update factor 
to the TEFRA target rates. 

OBRA 1990 requires the Secretary to develop a 
proposal to modify the current payment system for 
PPS-excluded providers (including operating and 
capital-related costs) or to replace it with a 
prospective payment system. The Secretary is 
required to submit this report by April I. 1992. 
ProPAC is to analyze and comment on the Secre¬ 
tary’s proposals by June 1, 1992. 

Recommendation 11: Fiscal Year 1993 Update 
Factor for PPS-ExcIuded Hospitals and 
Distinct-Part Units 

For fiscal year 1993, the target rate of 
increase for PPS-excluded hospitals and dis¬ 
tinct-part units should be updated to 
account for the following factors: 

• The projected increase in the HCFA PPS- 
excluded hospital market basket, current¬ 
ly estimated at 4,6 percentage points; 

• An upward adjustment of 0.2 percentage 
points, to reflect the difference between 
HCFA’s market basket and that recom¬ 
mended by ProPAC; 

• A correction for fiscal year 1991 market 
basket forecast error of -0.7 percentage 
points; and 

• An allowance for scientific and technologi¬ 
cal advancement of 0.1 percentage points. 

•t 

In addition, a positive allowance should be 
given to TEFRA providers that entered the 
program before fiscal year 1989, depending 
on the year on which their target rat^ were 
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based. This allowance should reflect the differ* * 
ence betw'een the actual updates given to their 
target rates in earlier years and the market bas¬ 
ket for those years. It should result in aggregate 
payments that are budget neutral with respect 
to the legislated update. 

The legislated update to the TEFRA target rate 
equals the projected increase in the market basket. 
The Commission’s recommendation results in an 
average update to the target rate equal to the market 
basket minus 0.4 percentage points (see Table 2-3). 
The savings achieved from this reduction should be 
used to fund the allowance for the pre-1989 
TEFRA providers. 

Market Basket-The up>iate recommendation is 
determined primarily by the projected increase in 
the PPS-excluded market basket index. The current 
HCF.A market basket forecast for fiscal year 1993 
is 4.6 percent. The Commission, however, believes 
that the market basket as currently constructed does 
not adequately recognize the unique characteristics 
of the hospital labor market. The major reason is 
that the proportion of internal hospital wages used 
in the wage component of the HCFA market basket 
is understated. (See the discussion of the market 
basket index in Appendix A.) Therefore, the Com¬ 
mission recommends an additional 0.2 percentage 
point adjustment. 
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Forecast Error Correction-ProPAC continues 
to believe that the update should be corrected for 
past market basket forecast errors. This requires 
comparing the actual market basket increase in a 
given year with the forecast used to update pay¬ 
ments in that year. A two-year lag exists between 
when the forecast is used and when the actual mar¬ 
ket basket increase is known. In the Commission’s 
judgment, corrections should be made only for 
errors that equal or exceed 0.25 percentage points. 
Taking this approach, the Commission compared 
the actual fiscal year 1991 market basket increase 
with the forecast used to update the TEFRA target 
limits in that year. The fiscal year 1991 market bas¬ 
ket forecast was 5.3 percent, and the actual market 
basket increase was 4.6 percent. The forecast error 
correction for fiscal year 1991 is thus -0.7 percent¬ 
age points. 

Scientific and Technological Advancement— 
ProPAC has also developed an allowance for sci¬ 
entific and technological advancement for PPS- 
excluded facilities. This allowance reflects the 
Commission’s judgment about hospitals’ financial 
requirements for the adoption of quality¬ 
enhancing but cost-increasing technologies. To 
arrive at an informed judgment on the allowance, 
each year ProPAC examines a set of the most 
important new technologies and scientific 
advances used in PPS-excluded facilities. Based 


Table 2-3. Recommended PPS-Excluded Upda te Factor for Fiscal Year 1993 
Components of the Update 

Components applied to all hospitals and distinct-part units: ' 


Fiscal year 1993 HCFA PPS-excluded mariret basket forecast*. .....; .. 4.6% 

Ad)ustment for dinererspe between HCFA and ProPAC market baskets*. !...!! 0.2 

Correction for fiscal year 1991 forecast error...... .0 7 

Allowance for scientific and technological advancement ....0.1 

Average update before positive allowance adjustment .. ... . . 4.2 


Basis for cumufatlvsi positive allowance adjustment* 


1984 - 1988 _;. * • 

1985 - 1988 .....■ 

1986 - 1988 ...'.!!!!”!!!!' . 

1987 - 1988 ...!!”!!!!!.•.•' 

1988 . 

MartKi baskM kKgcastofoviMd Dy irw Health Cera Financing AOmmstraiion. Ohice ol the Actuary. OecamHer 1991 

•orecast It tuDiect to change as more cunent lorecasit Oecoma available . . 

• .* / • „ ^ 

Re^fsfer 56{106>. Junt 3. 1991. 251778:-2Sa23 


... 2.1 
.., 4 2 
...69 
...44 
. . . 2.1 

The marKei baskei 
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on this examination, an increase of 0.1 percentage 
points to the target rate is needed to offset the cost 
of new technologies. 

Unlike the update for PPS hospitals, the update 
for excluded facilities should not include a 
productivity adjustment. The productivity adjust¬ 
ment to the PPS update is based on the principle 
that Medicare should share in the savings generated 
by productivity improvements. However, Medicare 
automatically shares in the savings under TEFRA. 
Facilities with costs less than the target amount 
receive their costs plus the lesser of 5 percent of the 
target amount, or SO percent of the difference 
between their target amount and costs. Therefore, 
part of any productivity increase is factored into 
reduced Medicare payments. ProPAC believes that 
further reductions in payments for productivity 
improvement are not appropriate for PPS-excluded 
providers. 

Positive Allowance-Based on the Commission’s 
initial analysis of PPS-excluded facilities, it 
appears that the earlier a provider was excluded 
from PPS. the more financially vulnerable it has 
become. This is partly because hospitals and dis¬ 
tinct-part units excluded before fiscal year 1989 
received the same update as PPS hospitals. The 
PPS update was reduced to account for growth in 
payments resulting from CMl increases. PPS- 
excluded providers, however, did not benefit from 
increased payments due to CMI ch^ges. 

ProPAC believes that these providers should have 
received the full increase in the market basket during 
this period. To ensure budget neutrality, the savings 
achieved from the Commission's average update 
recommendation should be distributed to these 
providers based on the difference between the market 
basket increase and the actual update received. Fur¬ 
ther. the Secretary is required to provide for adjust¬ 
ment of a hospital's payments when events beyond 
its control affect the increase in costs during a report¬ 
ing period. In general, the provider must request an 
adjustment each year in which costs exceed 
payments. In these cases, the Secretary is permitted 
to use the most appropriate method for adjustment, 
including the assignment of a new base year. 

ProPAC believes that giving a positive 
allowance to providers excluded in the early years 
will reduce the amount of the adjustments that will 


be requested and granted in the future. The savings 
based on the difference between the market basket 
increase and the actual update should be considered 
in determining the positive allowance. Again, 
providers that had new target rates computed to 
reflect more recent cost data should not receive the 
positive allowance. 

The Commission will continue to evaluate the 
appropriateness of the TEFRA system for PPS- 
excluded providers. As required by Congress. 
ProPAC will prepare a report by June I. 1992. ana¬ 
lyzing and commenting on proposals developed by 
the Secretary. If the Secretary’s report is delayed, 
the Commission will submit a preliminary report in 
June 1992 evaluating TEFRA payment policy. Sev¬ 
eral factors will be examined, including (I) cost 
and payment increases in PPS-excluded facilities. 
<2) payment variation and potential reasons for it. 
and (3) beneficiaries' access to services at these 
facilities. Further, the report will review the general 
criteria for reform and present various payment 
policy options. The Commission will submit a sub¬ 
sequent report reviewing the Secretary's recom¬ 
mendations, as appropriate. 

Finally, ProPAC believes that the Secretary should 
systematically collect data on successful adjustment 
applications. Medicare Cost Report data are a valu¬ 
able source of information used to assess the finan¬ 
cial effects of TEFRA. However, cost reports are not 
amended to reflect these adiustments. Therefore, 
these data may not accurately reflect the overall 
impact of TEFRA payments on providers. 


The Omnibus Budget Reconciliation Act of 1990 
directs the Commission to recommend "an appro¬ 
priate change factor which should be used for 
updating payments” for the facility component of 
dialysis services. This recommendation is due by 
March I of each year, starting in March 1992 for 
services provided in fiscal year 1993. 


- The legislation also instructs the Commission to 
submit a report in June 1992 that includes recom¬ 
mendations regarding payment methods and levels 
for the facility component of dialysis services. In 
making these recommendations. ProPAC is to 
study the costs, services, and profits associated 
with the various types of dialysis. 


Updating Payments to Dialysis Facilities 
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Since 1983, dialysis facilities have been paid a 
prospectively set amount per dialysis treatment; 
hospital-based facilities and independent facilities 
receive slightly different base rates. The rate was 
set using a sample of Medicare Cost Reports from 
1977 through 1979. This prospectively set rate is 
referred to as the composite rate, because it was 
based on a formula that factored in the lower costs 
of providing dialysis at home and the proportion of 
patients receiving dialysis in this setting. While this 
payment rate was meant to encourage the use of 
home dialysis, the proportion of patients receiving 
such treatment has increased only minimally. This 
increase is due to growth in the number of patients 
receiving peritoneal dialysis at home. The number 
of home dialysis patients receiving hemodialysis 
has decreased since 1983. 

Although there have been some minor changes 
to base payment rates, they are essentially the same 
as the rates set in 1983. There has been no annual 
process for updating payment to dialysis facilities 
like the one used in PK. 

Recommendation 12: Update Factor for 
Payments to Dialysis Facilities 

The Commission is not recommending an 
increase in payments for dialysis services 
at this time. Currently, data are inade* 
quate to assess the relationship between 
the payments and the costs of furnishing 
various types of dialysis services in differ¬ 
ent settings. The Commission recommends 
that HCFA expedite work necessary to 
complete its database of unaudited dialysis 
facility cost reports. In addition, HCFA 
should annually audit the cost reports of a 
representative sample of dialysis facilities 
and maintain a database with this infor¬ 
mation. 

The Commission believes that developing an 
appropriate update factor for dialysis services 
requires information on payments and costs for the 
different types of dialysis furnished in the alterna¬ 
tive settings. Existing data are inadequate to evalu¬ 
ate payments and costs by type of treatment and by 
setting. 

The latest available data are from a sample of 
1988 audited cost reports, which was to be the 
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basis for proposing new payment rates. The sam¬ 
pling strategy was intended to produce cost esti¬ 
mates that reflected efficiently produced services. 
To do this, larger facilities with lower production 
costs were overrepresented. This sampling strategy 
was appropriate for its originally intended purpose. 
But because it was not representative of all dialysis 
facilities, the sample did not allow the comprehen¬ 
sive evaluation of costs and payments that the 
Commission believes is necessary. 

Patients may receive hemodialysis or peritoneal 
dialysis. These services may be provided by 
hospital-based or independent facilities in the 
facility or in the home. The 1988 audited cost 
report sample was not representative of either the 
proportion of patients treated at home or the types 
of dialysis provided. Nor did it represent other 
facility characteristics that should be analyzed, 
such as location, size, chain affiliation, ownership, 
and whether the facilities were hospital-based or 
independent. To correct these data deficiencies, the 
Commission recommends that HCFA expedite the 
collection of unaudited cost report data from later 
years and complete the work necessary to make 
this database operational. In addition. HCFA annu¬ 
ally should audit a representative sample of cost 
reports to use in evaluating payments and costs by 
type of treatment and setting. 

The sampling issues inherent in the available 
cost report ^ta create problems for many analyses. 
These data, however, represent the best systemati¬ 
cally collected information available on costs per 
treatment in hospital-based and independent facili¬ 
ties. and therefore on the industry’s financial status. 
In 1988. the costs of hospital-ba^ facilities were, 
on average, higher than Medicare payments, 
whereas costs in independent facilities, the largest 
group, were lower. The majority of facilities were 
profitable in 1988. Other organizations that did 
similar analyses using data from 1988 or before 
reached comparable conclusions. 

Additional analyses, notably one conducted by 
the Institute of Medicine (lOM) entitled Kidney 
Failure and the Federal Government, indicate that 
facilities have apparently been able to adapt to 
unchanged payment rates by introducing produc¬ 
tivity improvements. These improvements are 
based at least partly on scientific and technologi¬ 
cal advances that have reduced the time needed to 








23898 


Federal R«gi>t«r / VoL 57, No. 106 / Thursday, June 4 , 1992 / Proposed Rules 


56 

dialyze patients and. hence, the labor and other 
costs associated with each dialysis session. 
Another productivity improvement occurring dur¬ 
ing the 1980s was the increased reuse of dialyz- 
ers, a key component in the dialysis process. The 
lOM report states that “the introduction of the 
composite rale in 1983 had several general effects 
on providers and. derivatively, on innovation. It 
increased the severity of the economic discipline 
on all providers, further encouraging the search 
for efficiency.” 

Evidence concerning quality of care is inconclu¬ 
sive. Further, even though payments have not 
changed since 1983, the number of dialysis facili¬ 
ties continued to grow steadily through 1989. 
suggesting that access to care has not been 
reduced. 

On the basis of this information, the Commission 
believes it is appropriate to wait untrl data are 
available to evaluate the dialysis industry thorough¬ 
ly before recommending an update factor. In its 
June report on dialysis payment rate, ProPAC will 
describe its approach to a comprehensive analysis 
of the dialysis facilities and the issues related to 
developing an update to payment rates. 

Improving Hospital Outpatient Payment 
Policy 

During the 1980s, there was unprecedented 
growth in the delivery of care in the outpatient set¬ 
ting. Medicare payments for outpatient hospital 
services increased more than three times faster than 
those for inpatient services between 1984 and 
1990. Outpatient revenues are a particularly large 
proportion of total revenues for small hospitals and 
for those located in rural areas. 

OBRA 1990 requires the Commission to issue a 
report by March I, 1992, analyzing and comment¬ 
ing on the Secretary’s proposal for developing a 
hospital outpatient payment based on prospectively 
determined rates. Although the Secretary has not 
yet issued a report, ProPAC will present its recom¬ 
mendations to Congress by the mandated date. The 
Commission will comment on the Secretary’s pro¬ 
posal after it is released. 


The following nine recommendations are 
excerpted from ProPAC’s report. They provide 
principles for improving the outpatient payment 
system, and apply these principles to specific rec¬ 
ommendations on ambulatory surgery and outpa¬ 
tient radiology services. 

Recommendation 13: Outpatient Payment 
Reform 

The Commission believes that a prospective 
payment system for outpatient services 
should be implemented. Outpatient facility 
payment reform should ultimately include 
all providers of outpatient services, such as 
hospitals, physicians* offices, and free¬ 
standing ambulatory surgical centers. 

The same payment method should apply to 
the facility or technical component of all 
services. The payment rate, however, 
should be adjusted to reflect justifiable cost 
differences such as wages and case mix. 
Further, cost differences that have some 
societal benefit like, for example, standby 
capacity and emergency capabilities, should 
also be reflected in the payment rate. 
Where feasible, the unit of payment should 
be based on bundled related services. 

The Commission believes that one major goal of 
outpatient payment reform is to provide incentives 
for controlling total expenditures in an appropriate 
manner. Reform should reward providers for deliv¬ 
ering cost-effective quality care in the appropriate 
setting. A prospective payment method promotes 
incentives to deliver cost-effective care by allowing 
an opportunity for a profit as well as the risk of 
financial loss. However, ProPAC realizes that vari¬ 
ous payment methods may be used during the tran¬ 
sition to a fully prospective system. 

In attempting to control total costs, the Commis¬ 
sion recommends that outpatient reform should 
eventually include all providers of ambulatory care. 
Including physicians’ offices and independent labo¬ 
ratories. This broad scope is necessary because 
most ambulatory care is furnished outside of the 
hospital setting. 






Regtotar / VoL 57, No, 108 / Thursday. June 4. 1992 / Proposed Rules 


23899 


Physicians and beneficiaries should not have 
financial incentives to favor one site of care over 
another, but should choose the most medically 
appropriate site. Applying the same prospective 
payment method to all outpatient services, regard¬ 
less of whether care is provided in hospitals, free¬ 
standing ambulatory care settings, or physicians’ 
offices, will help achieve this goal. Using the same 
method of payment, although not necessarily the 
same level of payments, will help ensure that pay¬ 
ment incentives across providers are consistent. 

Although the reforms should be applied to all 
providers of outpatient services, the payment rate 
may vary for different providers. There are many 
reasons why costs may differ among similar 
providers (such as teaching and non-teaching 
hospitals) and across treatment sites (such as hospi¬ 
tals and physicians’ offices). These factors include 
differences in patient severity, the intensity of 
teaching activities, and geographic location. The 
Commission believes it is desirable to adjust for 
some of these factors in the payment system, par¬ 
ticularly those that represent a benefit to society 
and are beyond the control of the provider. (See 
Recommendation 21.) However, the lack of cost 
data for free-standing settings may complicate the 
determination of appropriate differences in pay¬ 
ment rates. (See Recommendation 15.) 

ProPAC recommends that outpatient facility pay¬ 
ment reform should contain incentives consistent 
with those of physician payment reform. Beginning 
in 1992, physicians will be paid using a resource- 
based Medicare Fee Schedule. The fee schedule is 
designed to increase payment equity among physi¬ 
cians, constrain Medicare expenditures, protect 
beneficiaries’ access to services, and promote pre¬ 
dictability and administrative simplicity. The Com¬ 
mission believes that these features should also 
characteriae the reform of outpatient payment 
methods, as it noted in its March 1991 Report and 
Recommendations to the Congress. 

While a prospective payment method controls 
the price of the individual unit of service, it has 
limited impact on the volume of services provided. 
(See Recommendation 14.) ProPAC believes that 
over time, payment should move from the current 
fee for an individual service to a larger payment 
unit containing more services (known as bundling). 
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A bundling approach is necessary to control the 
volume and intensity of services provided. These 
packages, or bundles, could be based on services 
f^umished during a single visit or over multiple vis¬ 
its, such as a week or an entire episode of care. 
Eventually, payments could be set to cover the 
costs of bundles of services deemed to be appropri¬ 
ate or necessary for high-quality, cost-effective 
care. 

Initially, there may be less comprehensive 
approaches to bundling. Analysis of the 1987 hos¬ 
pital outpatient file by the Urban Institute, for 
example, indicates that bills for certain outpatient 
services had a significant number of related ancil¬ 
lary charges (such as radiology and laboratory). 
Nearly 58 percent of surgical claims had ancillary 
charges. This suggests that limited bundling for 
selected services in the hospital outpatient setting 
may be appropriate. 

To define the unit of payment, the Commission 
supports the research funded by the Secretary to 
develop a classification system for ambulatory ser¬ 
vices. However, ProPAC is concerned that this 
research currently focuses only on hospital- 
provided outpatient services. For example, the 
Ambulatory Patient Groups (APGs) outpatient case- 
mix classification system was develop^ for use in 
the hospital outpatient setting. While additional 
research is under way, it is unclear whether APGs 
can be appropriately applied in the non-hospital 
setting. 

To the extent that free-standing facilities are pro¬ 
viding the same package of services, ProPAC 
believes any classification system should be appli¬ 
cable to these settings as well. The Commission 
encourages the expansion of the Secretary’s 
research in this direction. 

Recommendation 14: Medicare Volume 
Performance Standard 

Services provided In the hospital outpatient 
setting should be included in the Medicare 
Volume Performance Standard (VPS) to the 
extent that these services are included when 
provided in other settings. Certain services, 
such as laboratory tests and therapy, cur¬ 
rently are included in the VPS when they 
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are furnished in free-standing settings. The 
Commission believes that hospital-provided 
services should also be incorporate in the 
VPS. Their inclusion will make incentives to 
control volume consistent across sites of care. 

Several of Medicare’s current outpatient 
payment methods (such as blended rates and fee 
schedules) control the price of individual services. 
However, these payment methods fail to control the 
volume of services provided. The Commission 
believes that a policy to control inappropriate vol¬ 
ume is warranted. 

The Volume Performance Standard, enacted in 
OBRA 1989. offers an approach for controlling 
some Medicare Part B expenditures. The primary 
purpose of the VPS is to provide a collective 
incentive for physicians to control the rate of 
increase in the volume and intensity of services 
furnished to beneficiaries. The VPS is designed to 
give physicians incentives to order fewer tests and 
other procedures of limited value to patients. The 
Commission realizes that reductions in volume 
and intensity growth will be achieved gradually. 

Services commonly furnished by physicians or 
in physicians’ offices and billed through Part B 
carriers are included in the VPS. Services provid¬ 
ed in the hospital outpatient setting and billed 
through Part A fiscal intermediaries are excluded 
because the intermediaries do not collect service- 
specific data. To the extent that these services are 
included in the VPS when provided in free-stand¬ 
ing settings, they should also be included when 
supplied by hospitals. This change would prevent 
physicians from attempting to circumvent the 
objectives of the current VPS. Since hospital-pro¬ 
vided outpatient laboratory services are not 
included in the VPS. for example, physicians have 
incentives to shift these services to the hospital 
setting. If these services were included in the 
VPS. physicians would have the same incentive to 
control their use as they would to control the use 
of laboratory tests performed in their offices or 
independent laboratories. 

In his response to the Commission’s previous 
recommendation, the Secretary has stated that 
outpatient hospital services may be included in 
the VPS as data systems evolve over time. 
ProPAC believes that the Secretary should 


advance the development of these systems so that 
outpatient services provided in the hospital setting 
can be included in the VPS as soon as possible. 

Recommendation 15: Cost Data Collection for 
Outpatient Providers 

A mechanism for periodic collection of pro¬ 
cedure-specific cost data in free-standing 
settings, including physicians* offices and 
ambulatory surgical centers, should be 
implemented. 

To implement and maintain a prospective pay¬ 
ment system across outpatient providers, compara¬ 
ble patient and financial data are needed. Under a 
prospective payment rate, comparisons must be 
made between hospitals and other providers of 
ambulatory care—such as physicians’ offices and 
free-standing ambulatory surgical centers 
(ASCs)—to determine the appropriate level of pay¬ 
ment. 

Cost data for free-standing settings therefore are 
necessary to ensure comparable financial incen¬ 
tives across different types of providers. However, 
data are not now available to compare the costs of 
ambulatory care across providers. Because most 
outpatient services are available in a variety of set¬ 
tings. the Commission believes that collection of 
non-hospital cost data is necessary to develop 
appropriate outpatient payment policy. 

ProPAC believes that systematic and comprehen¬ 
sive methods of collecting data on services provid¬ 
ed in non-hospital settings need to be developed. 
For ambulatory surgical centers and some other 
types of providers, an annual cost report would be 
the appropriate data collection mechanism. The 
Secretary’s survey of ASCs could serve as a model 
for collecting service-specific cost data from other 
ambulatory care providers. The Commission sup¬ 
ports the research being conducted by the Physi¬ 
cian Payment Review Commission (PPRC) on the 
direct practice costs for certain services prov ided in 
physicians’ offices. This research will provide 
guidance on how service-specific cost data can be 
collected in these settings. 

In the short term, alternative methods for using 
readily available data should be considered. Data 
used to construct the practice expense component 
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of the fee schedule, for instance, may be useful in 
establishing a fair price for services across settings. 
The Secretary has indicated that alternative meth¬ 
ods for data collection will be explored. The Com¬ 
mission intends to work with both the Secretary 
and PPRC in assessing available data sources. 

Recommendation 16: Beneficiary Liability 

Beneficiary Part B coinsurance for hospital 
outpatient services that are paid for 
prospectively should be limited to 20 
percent of the payment amount allowed by 
Medicare. 

Under current law, beneficiary liability for 
outpatient services differs depending on the site of 
care. In the hospital outpatient setting, for example, 
coinsurance equals 20 percent of submitted 
charges. In free-standing ambulatory surgical cen¬ 
ters, however, coinsurance equals 20 percent of the 
ASC payment rate. The ASC payment rate is likely 
to be lower than charges submitted by hospitals. 

Historically, hospital outpatient services were 
reimbursed on the basis of reasonable costs. These 
costs could not be determined until after the ser¬ 
vices were performed. Consequently, it was admin¬ 
istratively infeasible to base beneficiary 
coinsurance on actual Medicare payments or costs. 
As a result, beneficiary coinsurance was based on 
submitted charges, which were known when the 
services were performed. Some hospital services 
are still reimbursed on the basis of reasonable 
costs. However, when services are paid prospec¬ 
tively, as recommended in this report. Medicare 
reimbursement will be known at the time services 
are furnished. Therefore, it will be feasible to fol¬ 
low Medicare's general policy—that beneficiary 
coinsurance equal 20 percent of the payment 
amount and Medicare payment, 80 percent. 

Analysis conducted by the Commission indicates 
that beneficiary coinsurance tends to be higher in 
hospital settings than in free-standing settings. For 
example, for hospital-provided ASC-approved 
surgery and radiology services, patients may pay as 
much as 35 percent and 46 percent, respectively, of 
the amount Medicare ultimately allows. 

In the Commission’s view, this policy unfairly 
penalizes beneficiaries who receive care in the 
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hospital outpatient setting. ProPAC believes leg¬ 
islation should be adopted to eliminate this dis¬ 
criminatory policy and reduce the burden on 
beneficiaries who use hospital outpatient ser¬ 
vices. 

The Commi.ssion realizes that this policy will 
increase Medicare expenditures. However, the 
Medicare program should assume responsibility for 
80 percent of the payment amount. If such an 
increase in expenditures is unacceptable, less dis¬ 
criminatory ways of sharing the financial burden 
should be explored. 

Recommendation 17: Quality of Care in 
Outpatient Settings 

The Commission is concerned about the 
lack of Federal quality oversight in many 
ambulatory care settings. As more services 
are furnished in outpatient settings, 
ProPAC believes the Secretary should 
enhance existing methods and develop new 
ones to assess and monitor the quality of 
care provided to beneficiaries in these set¬ 
tings. 

The quality of care provided in hospital 
outpatient departments and free-standing ambulato¬ 
ry surgical centers is subject to some Federal 
review, primarily through Medicare conditions of 
participation and PRO activities. Many other 
ambulatory care settings, however, are not subject 
to any Federal quality assurance mechanisms. 
Medicare conditions of participation require a set¬ 
ting to be inspected by the Medicare program, or 
some agent of the program, to ensure that it meets 
specific quality standards. Peer Review Organiza¬ 
tions have medical practitioners review cases of 
beneficiaries seen in specific settings to make cer¬ 
tain these standards have been met. 

By contrast, many ambulatory care settings, 
including ambulatory care centers, diagnostic 
imaging centers, cancer centers, and lithotripsy 
centers, do not have to meet any Medicare condi¬ 
tions of participation, nor are they subject to PRO 
review. Some of these facilities are voluntarily 
accredited by private organizations, although many 
do not even undergo voluntary accreditation. In 
addition, many surgical procedures previously 
performed in hospitals now can be performed in 
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physicians’ offices, for which there is no Federal 
oversight of quality assurance mechanisms. 

PROs review a sample of cases treated in hospi¬ 
tal outpatient departments and in ASCs. However, 
the sample of ambulatory surgery cases reviewed in 
these facilities has recently been reduced from 
5 percent to 3 percent. Cases treated in hospital 
outpatient departments are reviewed only if the 
outpatient services were received between hospital¬ 
izations that occurred within 31 days of each other. 
Because these "intervening care" cases are part of a 
random 10 percent sample of beneficiaries who 
were discharged from a hospital, the number of a 
hospital's outpatient cases the PRO reviews can be 
quite small. 

As more care is delivered in ambulatory settings, 
the Commission is concerned about the limited role 
of the PROs and the lack of any Federal quality 
oversight for much of this care. In addition, many 
of the voluntary accreditation processes do not 
focus on outcomes of care, but rather on the physi¬ 
cal aspects of the settings and the procedures used- 
to provide care. The Commission believes that 
more emphasis should be placed on ensuring the 
quality of ambulatory care and. more specifically, 
evaluating quality in terms of the outcomes. 

Recommendation 18: Payment for Hospital- 
Provided Outpatient ASC-Approved Surgery 

The Commission believes that payments for 
ambulatory surgery performed in the hos¬ 
pital outpatient setting should be fully 
prospective based on national rates adjust¬ 
ed for area wage differences. The payment 
rates should be established using average 
hospital costs and free-standing ASC pay¬ 
ments. These rates should be computed in a 
budget neutral fashion; that is, aggregate 
spending should neither increase nor 
decrease. National rates should be based on 
the classification system used to determine 
payments to free-standing ASCs. However, 
the Commission believes this classification 
system should be revised. The rates should 
be updated annually using an appropriate 
update factor. 

The Commission supports congressional 
intent to establish prospective payment methods for 


outpatient services. These methods will create 
incentives for controlling total e.xpenditures by 
encouraging hospitals to deliver cost-effective care. 
Thus, providers will have the opportunity for a 
profit as well as the risk of financial loss. In addi¬ 
tion. prospective payments are more predictable. 

The current payment method for ambulatory 
surgery fails to achieve this goal. Hospitals are paid 
the lesser of costs (or charges, for those hospitals 
with charges below costs) or a blended amount, 
which is equal to 42 percent of hospital-specific 
costs and 58 percent of the ASC payment rate. This 
method provides no incentive for hospitals to lower 
their costs. If a hospital reduces its costs, the pay¬ 
ments it receives correspondingly decline, thus 
eliminating some of the incentive to deliver care 
more efficiently. By contrast. ASCs are reimbursed 
on the basis of a prospective fee schedule for the 
same service, thereby providing more incentive to 
control costs. 

The Commission believes that payment rales 
should recognize justifiable differences in the 
costs of furnishing services. Costs may differ 
between hospitals and free-standing providers for 
several reasons, including patient severity, stand¬ 
by capacity, and the presence of an emergency 
room. While there are no data to measure the 
costs in free-standing settings, payment rates 
between these settings and hospitals vary. Lacking 
complete information on the reasons for these 
payment differences. ProPAC believes that hospi¬ 
tals' rates should incorporate a portion of the dif¬ 
ference between hospital costs and the ASC 
payment rates. 

The Commission realizes that if national rates 
were established in this manner, without modifica¬ 
tion. Medicare expenditures would increase. For 
example, preliminary analysis indicates that about 
26 percent of hospitals currently receive payments 
for all ambulatory surgery based on costs or 
charges. This indicates that the costs or charges ot 
these hospitals are below the comparable ASC pay¬ 
ments. Paying these hospitals the current blended 
rate will increase Medicare expenditures. There¬ 
fore, the Secretary should adjust the national rates 
to maintain budget neutrality. ProPAC's prelimi¬ 
nary estimates indicate that the national rate will 
reflect a 28:72 blend of average hospital costs and 
the free-standing ASC rate. These rates should be 
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updated annually to reflect increases in the market 
basket and other appropriate cost increases. 

ProPAC believes that better cost data are neces¬ 
sary to understand the implications of using current 
ASC payment rates. (See Recommendation 15.) 
Such data will help to determine the reasons for 
and the magnitude of cost differences between 
settings. Future payment rates could be adjusted to 
reflect better cost data. In addition, these national 
rates should be adjusted to reflect differences in 
wages. (See Recommendation 21.) Finally, the 
classification system used to group cases for pay¬ 
ment should include both ASC and hospital cases. 
(See Recommendation 19.) 

Recommendation 19: Revision of the 
Classification System Used to Group 
Ambulatory Surgery Cases 

The Secretary should revise the classifica¬ 
tion system used to group ambulatory 
surgery cases for payment Cases treated in 
both hospitals and free-standing ambulatory 
surgical centers should be used to establish 
the payment groups. 

The current classification system used to group 
cases for ambulatory surgery payment was devel¬ 
oped using cases treated in free-standing ASCs. 
Audited charge data for 90 ASCs were standard¬ 
ized for area wage differences, converted to costs 
using an average cost to charge ratio, and arrayed 
in descending order. The procedures were then 
classified into the payment groups using $75 inter¬ 
vals. Over time, as the number of approved ASC 
procedures has increased, the number of surgery 
groups has increased from four to nine. 

The Commission is concerned that the current 
ASC classification system may not accurately 
reflect the costs or mix of cases treated in hospi¬ 
tals. It is likely that the mix and costs of hospital 
cases would result in different groupings. Thus, 
while the number of groups may remain the same, 
the classification of certain procedures may vary 
from the current classification system. Therefore, 
the Commission recommends that hospital data be 
combined with free-standing ASC data in estab¬ 
lishing the classification system used for pay¬ 
ments. 
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Recommendation 20: Payment for Hospital- 
Provided Outpatient Radiology Services 

The Commission believes that payments for 
radiology services provided in the hospital 
outpatient setting should be fully prospec¬ 
tive based on national rates adjusted for 
area wage differences. The payment rates 
should be established using average hospi¬ 
tal costs and the technical component of the 
Medicare Fee Schedule for physicians. 
These rates should be computed in a budget 
neutral fashionithat is, aggregate spend¬ 
ing should neither increase nor decrease. 
The national rates should be updated annu¬ 
ally using an appropriate update factor. 

The Commission supports congressional intent 
to establish prospective payment methods for 
outpatient services. These methods will create 
incentives for controlling total expenditures by pre¬ 
senting the, opportunity for a profit as well as the 
risk of financial loss. Thus hospitals will be 
encouraged to deliver cost-effective care. In addi¬ 
tion, prospective payments are more predictable. 

The current payment method for radiology ser¬ 
vices fails to achieve this goal. Hospitals are paid, 
by law, the lesser of costs (or charges, for those 
hospitals with charges below costs) or a blended 
amount, which equals 42 percent of hospital- 
specific costs and 58 percent of 62 percent of the 
global fee schedule amount. This method provides 
no incentive for hospitals to lower their costs 
because it simply reduces payments rather than 
establishing a reward system for hospitals that 
deliver care more efficiently. By contrast, physi¬ 
cians are reimbursed on the basis of a prospective 
fee schedule for the same service, thereby encour¬ 
aging them to control costs. 

Physician-provided radiology services have been 
paid on the basis of a fee schedule for several 
years. The original fee schedule was based on a 
professional services component and a technical 
component. The professional component measured 
the physician’s time, skill, and intensity of service. 
The technical component measured the physician's 
practice costs—rent, employee salary, and equip¬ 
ment costs, and so forth. When constructed, it was 
assumed that 62 percent of the physician's charge 
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for radiology services represented the technical 
component. Therefore, payment for hospital- 
provided radiology services was based on the same 
percentage. 

Beginning January I. 1992. payments to all 
physicians are based on the Medicare Fee Sched¬ 
ule. Radiology services are incorporated into this 
fee schedule. It also includes professional and 
technical components. However, the technical 
component has been refined to measure practice 
costs for individual radiological procedures more 
accurately. ProPAC believes, therefore, that the 
technical component of the new physician fee 
schedule should be used to calculate payments for 
individual hospital outpatient radiology services. 

In ProPAC's view, payment rates should recog¬ 
nize justifiable differences in the costs of furnishing 
services. Costs may differ between hospitals and 
free-standing providers for several reasons, includ¬ 
ing patient severity, standby capacity, and the pres¬ 
ence of an emergency room. While data arc not 
available to measure radiology service costs in free¬ 
standing settings, payment rates vary between these 
settings and hospitals. Despite the lack of informa¬ 
tion explaining these differences, the Commission 
believes that the hospital payment rate should incor¬ 
porate a portion of the payment difference. ProPAC 
acknowledges that radiology services provided in 
physicians' offices are comparable to those provid¬ 
ed in the hospital outpatient setting, to some degree. 
Therefore, the national payment rate should also 
reflect physician payments. 

The national payment rale for radiology services 
furnished in the hospital setting should be computed 
using average hospital costs and the technical com¬ 
ponent of the Medicare Fee Schedule for physi¬ 
cians. Preliminary analysis indicates that about 10 
percent of hospitals currently receive 
payments based solely on costs. This indicates that 
these hospitals* costs are lower than the comparable 
physician payments. Eliminating the "lesser of’ 
provision in current law and reimbursing these 
hospitals using rates calculated with the current 
blended rate would increase Medicare expenditures. 
Therefore, the Secretary should adjust the national 
rates to maintain budget neutrality. ProPAC's pre¬ 
liminary estimates indicate that the national rate 
will reflect a 36:64 blend of average hospital costs 
and the technical component of the Medicare Fee 


Schedule for physicians. These rates should be 
updated annually to reflect changes in the market 
basket and other appropriate cost increases. 

Better cost data are necessary to determine the 
reasons for and the magnitude of cost differences 
between settings to understand the implication of 
using the technical component of the current 
physician fee schedule. (See Recommendation 15.) 
Future payment rates could be adjusted to reflect 
better cost data. Finally, the Commission believes 
that these national rates should be adjusted to reflect 
differences in wages. (See Recommendation 21.) 

Recommendation 21: Payment Adjustments for 
Hospital-Provided, ASC-Approved Surgery and 
Radiology Services 

The Commission believes that national 
prospective payment rates for ASC- 
approved ambulatory surgery and radiolo¬ 
gy services should be adjusted to reflect 
differences in labor costs. This adjustment 
should take into account the appropriate 
labor share and occupational mix of ASC- 
approved surgery and radiology services in 
the hospital outpatient setting. The Secre¬ 
tary should conduct additional research to 
determine whether other adjustments are 
warranted. 

The Commission supported the concept that the 
payment system should be neutral with respect to 
certain providers, settings, and area characteris¬ 
tics. The payment system should not inappropri¬ 
ately influence the site where services are 
furnished. 

ProPAC's recommendation for payment of ASC- 
approved surgical procedures and radiology ser¬ 
vices furnished in hospitals incorporates hospital 
costs to reflect differences between hospitals and 
other ambulatory care providers. These rates 
should also be adjusted to reflect differences 
among geographic areas. Payments to free-standing 
providers and physicians are now adjusted for dif¬ 
ferences in area wages. To ensure equity among 
providers located in various areas of the country, as 
well as maintain consistency with other payment 
methods, payments for hospital outpatient services 
should also account for variations in area wage 
levels. 
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The proportion of costs attributed to labor and 
the mix of occupations employed differs between 
the outpatient and inpatient settings. Under PPS, 
for example, 71 percent of the standardized amount 
is adjusted for the cost of labor. Conversely, in 
free-standing ASCs, about 35 percent of the rate is 
labor adjusted. Therefore, the labor share and the 
wage index used for inpatient services may not be 
appropriate for outpatient services. 

If the labor share were less for outpatient ser¬ 
vices than for inpatient services, reimbursing out¬ 
patient services based on the inpatient labor share 
would tend to overpay hospitals in higher wage 
areas (urban); it would underpay those in lower 
wage areas (rural). In addition, the over-adjustment 
would tend to obscure other differences in outpa¬ 
tient costs that are associated with an urban 
location, such as teaching or disproportionate share 
status. 

Further, if the mix of occupations employed in 
the outpatient setting differed from the overall 
facility mix. using the hospital wage index for an 
outpatient payment system would lead to inaccu¬ 
rate payments for outpatient services. The com¬ 
plexity of services and the resulting differences in 
the occupational mix in inpatient and outpatient 
settings may vary considerably. The Secretary 
should undertake research to determine and adjust 
for the appropriate labor share for outpatient ser¬ 
vices, as well as the mix of occupations employed 
in outpatient settings. 

% 

Besides variations in costs due to geographic 
location, costs may differ among hospital groups. 
Under PPS. payment adjustments account for these 
differences. The need for additional payment 
adjustments for hospital groups, such as those to 
(caching, disproportionate share, and sole commu¬ 
nity hospitals, should be evaluated. Preliminary 
analyses indicate that average hospital costs for 
radiology and ASC-approved surgery did not vary 
substantially for hospitals with teaching or dispro¬ 
portionate share status. These costs did. however, 
appear to vary by hospital size and geographic 
location. Rural hospitals had lower costs than hos¬ 
pitals in urban areas, and larger hospitals had lower 
costs than smaller ones. While size appears to 
influence costs, multivariate analysis should be 
conducted to consider, simultaneously, teaching, 
location, disproportionate share status, and size. 
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Once these analyses are complete, the need for and 
the amount of adjustments can be determined. 

Improving Skilled Nursing Facility Payment 
Policy 

OBRA 1990 requires the Secretary and ProPAC to 
report on a prospective payment system for extended 
care services provided in skilled nursing facilities. 
The Secretary was charged with developing a pro¬ 
posal to modify the current system or. alternatively, 
to develop a proposal to pay for skilled nursing care 
on the basis of prospectively determined rates. The 
Secretary was to have issued the report by September 
1,1991. but has not yet done so. 

ProPAC was to have commented on the Secre¬ 
tary's report by March 1, 1992. Instead, the Com¬ 
mission is issuing a background report on skilled 
nursing facility payment by the March deadline, 
and will review the Secretary's SNF payment pro¬ 
posal after it has been relea.sed. The following rec¬ 
ommendation and discussion are excerpted from 
ProPAC's forthcoming report. 

Recommendation 22: Nursing Facility Wage 
Index 

The Secretary should collect data on 
employee compensation and paid hours of 
employment for nursing facilities that care 
for M^icare SNF patients. Once these data 
become available, the Secretary should 
develop a nursing facility wage index and 
use it to adjust Medicare SNF payments. 

The current Medicare SNF payment system uses 
the hospital wage index to adjust payments. Howev¬ 
er, there is evidence to suggest that geographic dif¬ 
ferences in the unit prices of labor for hospital 
employees are not similar to those for employees of 
nursing facilities. ProPAC simulated a nursing facili¬ 
ty wage index with limited data and found signifi¬ 
cant differences from the hospital wage index. For 
example, the HCFA hospital wage index is much 
lower than the estimated nursing home wage index 
in urban areas of the New England and Mid-Atlantic 
states and higher in the West South Central region. 

These indexes may differ due to wide variations in 
state regulations affecting nursing homes. Through 
their certification and oversight roles, states have a 
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major impact on the costs and staffing of nursing 
facilities. It is appropriate for Medicare to recognize 
these differences in labor costs imposed by the stales. 
Increased Federal involvement thixmgh OBRA 1987 
may reduce variations in state regulations that affect 
nursing homes. This legislation provides for far 
greater Federal oversight of nursing homes. OBRA 
1987 also mandates new standards for quality of care 
in these facilities, requirements related to overall 
staffing, and minimum training for nurse aides. 

Another potential reason for the failure of the 
hospital wage index to reflect adequately the varia¬ 
tion in skilled nursing facility wages is the skill 
mix differences between hospitals and nursing 
facilities. Nursing facilities employ proportionately 
more aides than hospitals. In addition, the relative 
level of aides’ salaries compared with nurses’ 
salaries may not be the .same across geographic 
areas. The hospital wage index does not capture 
these differences in the mix of employees and in 
relative wages. 

The use of the hospital wage index under the 
current system contributes to inequitable Medicare 
SNF payments across regions. The relationship of 
payments to costs varies significantly by geograph¬ 
ic area. For example, almost half of the facilities in 
New England and almost a third of those in the 
Mid-Atlantic region receive less than 85 percent of 
their costs. This compares with an average of only 
‘15 percent of the facilities in other regions. In addi¬ 
tion. only 17 percent of the facilities in New Eng¬ 
land and 30 percent in the Mid-Atlantic region 
receive 100 percent of their costs, compared with 
66 percent of the facilities in the West South Cen¬ 
tral region and 50 percent in the Pacific region. 

Regardless of the payment method for nursing 
facilities under Medicare, an accurate wage index is 
necessary to account for geographic differences in 
wages. As with the hospital wage index, the method 
used to collect wage and hour data for nursing facili¬ 
ties should be prospective and incorporated with the 
current Medicare Cost Report to maximize the con¬ 
sistency of the data and minimize the reporting bur¬ 
den. Further, the Commission suggests that the 
Secretary phase in the use of the nursing facility 
wage index to allow time for facilities to adjust. 

The Commission also recognizes that collecting 
nursing facility wage data and developing an index 
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may take several years to complete. As an interim 
measure, separate cost limits could be developed 
for each geographic region. This would partially 
address the problems associated with the use of the 
hospital wage index. 

Recommendation 23: Nursing Facility Case-Mix 
Adjustment 

The Commission believes that the payment 
system should recognize differences in the 
costs of care for different types of patients. 
Therefore, it supports the Secretary's 
efforts to develop and implement a case- 
mix adjustment to Medicare SNF payments 
under the Multistate Nursing Home Case 
Mix and Quality Demonstration. If the 
case-mix adjustment developed under the 
demonstration proves to be appropriate, it 
should be implemented. 

Under the current Medicare SNF payment 
method, skilled nursing facilities face a financial 
disincentive to admit Medicare patients, especially 
those who require the most care. Medicare benefi¬ 
ciaries are often sicker and require more nursing 
and rehabilitative care than other SNF patients. The 
current Medicare method of cost finding, however, 
attributes routine costs (including nursing care 
costs) to Medicare on the basis of the program’s 
share of patient days. That is. Medicare patients and 
other nursing facility patients are treated as if they 
all incurred the same average per diem cost for rou¬ 
tine care services.* As a result. Medicare's share of 
allowable costs lends to understate the true costs of 
caring for Medicare patients. Further, this discrep¬ 
ancy. and the related financial disincentive, may be 
especially large for Medicare beneficiaries who 
require more than average care. A payment adjust¬ 
ment that explicitly recognized differences in co.st 
for different types of patients would mitigate the 
disincentive to admit patients who require more 
extensive care. 

A case-mix index is being developed under the 
Multistate Nursing Home Case Mix and (Quality 
Demonstration. This demonstration, which is K.*ing 
conducted in six states, will use the index for Medi¬ 
care and Medicaid payment and evaluate its perfor¬ 
mance. If the case-mix adjustment developed under 
the demonstration proves to be appropriate, it 
should be implemented. 








Thursday 
June 4, 1992 


Part III 

Department of 
Agriculture 

Agricultural Stabilization and Conservation 
Service 


7 CFR Part 703 

Wetlands Reserve Program; Rnal Rule 











23908 


Federal Register / Vol. 57, No. 108 / Thursday. June 4 , 1992 / Rules and Regulations 


DEPARTMENT OF AGRICULTURE 

Agricultural Stabilization and 
Conservation Service 

7 CFR Part 703 

Wetlands Reserve Program 

agency: Agricultural Stabilization and 
Conservation Service, USDA. 
action: Final rule. 

summary: Title XIV of the Food. 
Agricultural. Conservation, and Trade 
Act of 1990 (the 1990 Act), enacted on 
November 28.1990. amended the Food 
Security Act of 1985 (the 1985 Act) to 
provide for the establishment of the 
Wetlands Reserve Program (WRP). The 
1990 Act amendments authorized the 
Secretary of Agriculture to purchase 
easements from owners of eligible land 
who voluntarily agree to restore and 
protect farmed wetlands or converted 
wetlands and eligible adjacent acres. 

For fiscal year 1992 only, the WRP shall 
be available to producers in only the 
following states: California. Iowa. 
Louisiana, Minnesota. Mississippi. 
Missouri. New York. North Carolina, 
and Wisconsin. This final rule adopts, 
with changes, the proposed rule 
published in the Federal Register (57 FR 
4378) on February 5,1992. which set 
forth the proposed regulations which are 
necessary for the implementation of the 
program. 

EFFECTIVE DATE: June 1.1992. 

FOR FURTHER INFORMATION CONTACT: 

James R. McMullen, Director. 
Conservation and Environmental 
Protection Division. ASCS, P.O. Box 
2415. Washington. DC 20013; phone (202) 
720-6221. 

SUPPLEMENTARY INFORMATION: This 
final rule has been reviewed under 
USDA procedures established in 
accordance with Executive Order 12291 
and provisions of Departmental 
Regulation 1512-1 and has been 
classified as '*major." It has been 
determined that these provisions may 
result in an annual effect on the national 
economy of $100 million or more. 
However, (1) no major increases in costs 
or prices for consumers, individual 
industries. State or local agencies, or 
geographic regions, or (2) significant 
adverse effects on competition, 
employment, investment, productivity, 
innovation, or the ability of the United 
States-based enterprises to compete 
with foreign-based enterprises in 
domestic or export markets will result 
upon implementation of these 
provisions. However, a regulatory 
impact analysis has been prepared and 
is available upon request. 


It has been determined that the 
Regulatory Flexibility Act is not 
applicable to this rule since Agricultural 
Stabilization and Conservation Services 
(ASCS) is not required by 5 U.S.C. 553 or 
any other provision of law to publish a 
notice of proposed rulemaking with 
respect to the subject matter of this rule. 

It has been determined by an 
environmental assessment that this 
action will not have any significant 
adverse impact on the quality of the 
human environment. Therefore, an 
environmental impact statement is not 
needed. Copies of a final environmental 
assessment are available upon request. 

This program/activity is not subject to 
the provisions of Executive Order 12372 
which requires intergovernmental 
consultation with State and local 
officials. See notice related to 7 CFR 
part 3015, subpart V, published at 48 FR 
29115 (June 24.1983). 

The title and number of the Federal 
Domestic Assistance Program, as found 
in the Catalog of Federal Domestic 
Assistance to which this rule applies 
are: Wetlands Reserve program 10.072. 

The information collection 
requirements of the final rule at 7 CFR 
part 703 have been submitted to OMB 
for approval under provisions of 44 
U.S.C. chapter 33. Further, the OMB 
number 0560-0139 has been assigned. 

The public reporting burden for the 
information collections that would be 
required for compliance with these 
regulations is estimated to average 31 
minutes per response, including the time 
for reviewing instructions, searching 
existing data sources, gathering and 
maintaining the data needed, and 
completing and reviewing the collection 
of information. 

This final rule has been reviewed in 
accordance with Executive Order 12778. 
The provisions of this final rule: are not 
retroactive; and preempt State and local 
laws to the extent such laws are 
inconsistent with the provisions of this 
final rule. Before an action may be 
brought in a Federal court of competent 
jurisdiction, the administrative appeal 
rights afforded program participants at 7 
CFR part 780 must be exhausted. 

Discussion of Program 

The WRP is authorized by title XII of 
the 1985 Act. Under the WRP, the 
Agricultural Stabilization and 
Conservation Service (ASCS) will 
purchase easements from persons 
voluntarily agreeing to restore farmed 
and converted wetlands. The 1990 Act 
creates an umbrella program called the 
Agricultural Resource Conservation 
Program (ARCP) which includes the 
Environmental Conservation Acreage 
Reserve Program (ECARP). ECARP 


includes the Conservation Reserve 
Program (CRP) and the WRP. On April 
19,1991, the Commodity Credit 
Corporation published a rule in the 
Federal Register (56 FR 15980) 
containing final regulations which 
would add to the Code of Federal 
Regulations a new part (7 CFR part 1410) 
for the CRP program. General provisions 
for the ARCP were included as subpart 
A of pqrt 1410 and specific regulations 
for the CRP were set out as subpart B. 
This rule establishes a new part (7 CFR 
part 703) for WRP. 

Maximum Acreage Enrollment Land 
Eligibility, and Easement Priorities 

Section 1237 of the 1985 Act sets a 
1991-95 enrollment goal of a maximum 1 
million acres for the WRP. but provides 
further that enrollment through 1991 may 
not exceed 200,000 acres, enrollment 
through 1992 may not exceed 400.000 
acres, enrollment through 1993 may not 
exceed 600,000 acres, enrollment 
through 1994 may not exceed 800,000 
acres, and enrollment through 1995 may 
not exceed 1,000.000 acres. 

Section 1237 specifies that eligible 
land will include farmed or converted 
wetlands, but not wetlands converted 
after December 23.1985, together with 
adjacent lands on which the wetlands 
are functionally dependent so long as 
the likelihood of successful restoration 
of such land and the wetland values 
merit inclusion in the program taking 
into account the cost of restoring the 
wetlands. ASCS is also permitted to 
include in the program: (1) Farmed 
wetlands and adjoining lands that are 
enrolled in the CRP with the highest 
wetland functions and values and that 
are likely to return to production at the 
end of the CRP contract; (2) other 
wetlands that would not otherwise be 
eligible if it is determined that inclusion 
in the program would add to the value of 
the easement; and (3) riparian areas that 
link wetlands that are protected by 
easements or by some other device or 
circumstance that achieves the same 
purpose as an easement. In addition, 
prior converted wetlands enrolled in the 
CRP may be eligible to be included in 
the WRP if there is a high probability 
the wetlands can be restored. 

Nationwide, eight pools will be 
established that correspond with the * 
country boundaries of Soil Conservation 
Service’s (SCS) Major Land Resource 
Regions (MLRR’s). Bids accepted, 
generally, will be based on a ratio of 
acres of hydric cropland soils in a 
particular pool area compared to the 
acres of hydric cropland soils in the 
nation. If bids are not accepted which 
equal the total allocated acreage within 
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a pool area, ASCS may. at ASCS’s 
discretion, redistribute any remaining 
acreage in such pool to other pools. 
Section 1237 prohibits acquiring WRP 
easements for land that contains timber 
stands established under the CRP. 

With respect to owner eligibility, 
section 1237E of the 1985 Act provides 
that no WRP easement shall be created 
on land that has changed ownership in 
the preceding 12 months unless: (1) The 
new ownership was acquired by will or 
succession as a result of the death of the 
previous owner; or, (2) the Secretary 
determines that the land was acquired 
under circumstances that give adequate 
assurances that such land was not 
acquired for the purpose of placing it in 
the WRP. 

Section 1237A provides that the 
easements purchased under the WRP 
shall be in a recordable form and shall 
be for 30 years, permanent, or the 
maximum duration allowed under 
applicable State laws. Section 1237C(c) 
provides that in determining the 
acceptability of offers, consideration 
may be given to the extent to which the 
purposes of the program can be 
accomplished on the land, the 
productivity of the land and the on-farm 
and off-farm environmental threats if 
the land is used for the production of 
agrictiltural commodities. In addition, 
section 1237C(d) provides that to the 
extent practicable, taking into 
consideration costs and future 
agricultural and food needs, the 
Secretary shall give priority to obtaining 
permanent easements before shorter 
term easements and, in consultation 
with the Secretary of the Interior, shall 
place priority on acquiring easements 
based on the value of the easement for 
protecting and enhancing habitat for 
migratory birds and other wildlife. In 
order to accomplish this goal, § 703.12 
provides that permanent easements will 
be preferred whenever possible. The 
final rule at ( 703J0 provides that the 
duration of the easement is one of the 
factors which will be evaluated in rating 
bids to be accepted into the program. 
ASCS's intention is that a bid which 
offers less than a permanent easement 
shall be substantially lower in priority 
than a bid offering a permanent 
easement. For fiscal year 1992 and 
subsequent enrollment periods, 
requirements regarding the duration of 
WRP easements shall be as announced 
by ASCS. 

A formula will be used to determine a 
ranking for bid acceptance when an 
excess of eligible bids are received 
during any given signup period. ASCS's 
intention in ranking the bids is to enroll 
the wetlands that provide the greatest 


environmental benefits for the 
government money expended on 
restoration and easement purchase. 
Initially, the prioritization formula will 
emphasize factors that ensure the 
effectiveness of the restored wetland 
when compared to a site's particular 
wetland functions and values. The 
weight of particular factors may change 
if credible new information is developed 
that characterizes the environmental 
benefits of wetlands by their specific 
functions and values. 

Further, if it is determined that special 
circumstances exist which increase the 
value of the area to be accepted and the 
wetland to be restored, the SCS State 
Conservationist, upon the 
recommendations of the Fish and 
Wildlife Service (FWS) and the local 
SCS office, may request acceptance of 
no more than Hve percent of the total 
acreage enrolled in the State during 
each signup period irrespective of the 
ranking. Each request for such 
acceptance will be considered on a 
case-by-case basis taking into 
consideration the information submitted 
by SCS for each such request. 

Successful permanent easement 
bidders have an option of either 
receiving lump-sum payments or equal 
annual payments over 10 years. For bid 
evaluation purposes, the net present 
value of a lump-sum bid will be 
calculated to equitably compare the two 
options to ensure that the maximum 
environmental benefit per taxpayer 
dollars expended is obtained. 

The final regiilations implement the 
owner and land eligibility provisions in 
S9 703.8-703.9. In order to assure 
maximum benefits from the expenditure 
of WRP funds, the regulations set out 
crop-history requirements and other 
provisions which include limiting the 
eligibility of "adjacent lands" to buffer 
areas that in each case may neither, for 
the particular easement, average more 
than 100 feet wide nor be more than 
twice the area of the restored wetland. 
Landowners will be allowed to transfer 
eligible land from the CRP to WRP 
during the first 2 WRP sign-up periods 
established in their county without 
having to refund CRP payments or 
having to accept a reduction of their 
WRP payment. Transferring eligible 
land from CRP to WRP after the first 2 
WRP signup periods will result in a 
reduction in any WRP amount due equal 
to any CRP payments received after the 
second available WRP signup period. 

Specifications are also set out in the 
final regulation for the wetland 
functional values which may be 
considered relevant by ASCS in 
determining whether particular parcels 


should be accepted for enrollment in the 
program. Sections 703.10-703.11, provide 
for a bid system to be used to determine 
enrollment and those sections provide 
for the use of priorities in assessing bids, 
as is provided in the statute. Section 
703.12 provides specifically that, to the 
extent practicable, all easements shall 
be permanent easements unless it is 
determined by ASCS upon evaluation of 
offers that accepting an offer for a 
shorter period, which still meets the 
minimum length requirements of the 
1985 Act. is necessary for 
accomplishment of the national program 
goals in individual cases. 

With respect to fiscal year 1992 only, 
WRP shall be available to producers 
only in the following states: California, 
Iowa, Louisiana. Minnesota, Mississippi, 
Missouri, New York. North Carolina, 
and Wisconsin. These states have been 
determined to be those which will 
provide the eligible acres necessary to 
enroll approximately 50,000 acres and 
allow an evaluation of WRP 
implementation procedures. 

Producer Requirements 

Section 1237A of the 1985 Act 
provides that an owner of land placed in 
the program must (1) Grant an easement 
on the land; (2) Implement a Wetlands 
Reserve Plan of Operation (WRPO); (3) 
provide for the creation and recordation 
of a deed restriction covering the 
easement area; and (4) ensure consent 
to the easement from persons holding a 
security interest in the property. 

The 1985 Act requires, in edition, 
that the easement permit (1) Repairs, 
improvements, and inspection on such 
lands that are necessary to maintain 
existing public drainage systems and; (2) 
landowners to control public access on 
the easement area while identifying 
access routes to be used for wetland 
restoration activities, management and 
monitoring. Section 1237A requires that 
the easement: (1) Prohibit the alteration 
of wildlife habitat and other natural 
features of the land unless specifically 
permitted by the WRPO; (2) prohibit 
spraying with chemicals or mowing of 
the land except as permitted by the 
WRPO to comply irith Federal or State 
noxious weed laws or Federal or State 
emergency pest treatment programs. The 
1985 Act provides further that the 
Secretary may impose other conditions 
as needed and authorizes the Secretary 
to permit compatible uses of the 
property which are deemed consistent 
with the primary purposes of the 
easement Section 1237B requires, 
generally, that participants must comply 
with all program requirements and 
specifies that as a condition for 
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participation, the participant must agree 
to the permanent retirement of any 
existing cropland base and allotment 
history for such land under production 
adjustment programs administered by 
the Secretary. 

Section 1237A provides that in the 
case of any violation of the terms and 
conditions of the easement or related 
agreement, the easement shall remain in 
force and the owner may be required to 
refund all or part of any payment made 
for such easement, together with 
interest. With respect to WRPO’s. 
section 1237A provides that such 
WRPO's will be developed and agreed 
to at the local level by representatives of 
the SCS and the FWS. United States 
Department of Interior, in conjunction 
with the landowner. However, if 
agreement between SCS and FWS 
cannot be reached at the local level, the 
WRPO shall be developed by the State 
Conservationist in consultation with 
FWS. 

Sections 703.12 and 703.15 set out the 
obligations of WRP participants. These 
provisions require participants to 
control noxious weeds or pests to the 
extent specified in the WRPO taking 
into consideration the needs of wildlife 
and water quality. Each participant will 
be required, prior to submitting a bid for 
participation in the program, to have an 
approved WRPO which would set out 
the manner in which the land would be 
restored to a wetland status and other 
measures which would be required for 
the property including adjacent areas. 

Under § 703.12 participants are 
required to be responsible for the long¬ 
term management of the easement in 
accordance with the terms of the 
easement and related agreements 
including the WRPO. However, 
participants will continue to have the 
option, at their sole discretion, to enter 
into an agreement with a Federal, State, 
or private conservation entity to secure 
management assistance or other 
commitment of action from such entities 
that the landowner determines to be in 
their interest. Arranging for a 
conservation entity to become the 
owner of record of the land, including 
the management responsibilities 
associated with the easement area, is 
one potential option available to the 
present owner as a means of 
transferring long-term management 
responsibility. 

Action 703.15 sets out provisions 
which authorize ASCS to permit certain 
uses to be considered compatible uses 
of the property in appropriate cases. 
Those uses can include fee hunting and 
fishing, and. in addition, timber 
production under an approved 
management and harvesting plan. 


Compatible uses may also include 
haying or grazing if allowed by the 
WRPO in a manner consistent with the 
easement. Provisions for remedies for 
ASCS in the event of a program or 
easement violation are set out in 
§ 703.19 of the final regulations. 

Payments 

WRP payments are subject to advance 
appropriations. ASCS may make 
easement payments, cost-share 
payments and reimbursement for fair 
and reasonable legal costs associated in 
acquiring an easement. With respect to 
easement payments, section 1237A of 
the 1985 Act provides that the easement 
payment may not exceed the amount 
which is equal to the difference between 
the fair market value of the land less the 
fair market value of the land 
encumbered by the easement. 

Easements will be accepted based on 
the market value of the agricultural land. 
A formula to determine the value of the 
land will be used based on the average 
market value of agricultural land in a 
county adjusted for: (1) Soil 
productivity. (2) landowner cost of 
wetland restoration; (3) long term 
easement area operation: maintenance, 
and replacement costs; (4) long term 
costs of providing for an easement 
access route: and (5) any other factors 
authorized by ASCS. This section 
provides further that the payments may 
be made on an annual basis, in equal or 
unequal amounts, for a period which 
may not be less than 5 years or more 
than 20 years. This section also 
provides: (1) In the case of permanent 
easements, a lump-sum payment may be 
made; and (2) that the total amount of 
easement payments made to a person 
for any year under the WRP may not 
exceed $50,000, except that such 
limitation will not apply with respect to 
payments for permanent easements. 
With respect to cost-share payments, 
section 1237C of the 1985 Act provides 
that, for non-permanent easements, the 
Secretary shall authorize cost-shares 
equal to not less than 50 percent nor 
more than 75 percent of the cost of 
carrying out the establishment of 
restoration measures and practices and 
the protection of the wetland functions 
and values, as set forth in the WRPO. to 
the extent that the Secretary determines 
that cost-sharing is appropriate and in 
the public interest. At 8 703.13 the final 
rule provides that cost sharing for 
easements which are less than 
permanent may receive cost shares at a 
rate as low as 50 percent while 
easements which are permanent may 
receive cost shares at a rate which is no 
less than 75 percent of eligible costs. It 
is ASCS's intention to use a 50 percent 


cost share rate on less than permanent 
easements and a 75 percent rate on 
permanent easements. 

Unlike CRP participants, WRP 
participants are not subject to the 
wetland conservation and highly 
erodible conservation provisions of Title 
XII of the 1985 Act under which 
participants may lose eligibility for 
certain USDA benefits as the result of 
prohibited activities related to wetlands 
and highly erodible lands. Section 1237D 
of the 1985 Act provides that WRP 
pa 3 anents are not subject to a budget 
sequester order issued under section 252 
of the Balanced Budget and Emergency 
Deficit Control Act of 1985. 

Provisions for payments are made in 
8 703.13. Those provisions specifically 
authorize withholding a portion of the 
easement payments otherwise due 
pending installation of the practices 
agreed to in the WRPO. In addition, the 
final rule provides that cost-share 
payments may be made imder the WRP 
for the establishment or installation of 
the eligible restoration practices or 
reestablishment or reinstallation if 
failure is due to an unforeseen natural 
disaster or similar act. With respect to 
the limitation on payments for non¬ 
permanent easements. 8 703.14 provides 
that payment limitation determinations 
will be made in accordance with 7 CFR 
part 1497 (including 8 1497.109(a)] which 
provides that payments will be 
attributed to each member of an entity. 

Miscellaneous Provisions 

The final regulation contains other 
miscellaneous provisions to implement 
the program provided for in the 1985 
Act. These provisions cover, among 
other matters, assignments of payments, 
the transfer of the enrolled property, and 
the enrollment limitations of 25 percent 
of the county cropland. In the case of a 
land transfer, the easement will "run 
with the land;” therefore, all parties 
having or acquiring an interest of any 
kind in the property are subject to the 
easement. Action 703.4 of the final rule 
provides for the acceptance of long term 
easement offers in counties where 
cropland enrollment into ECARP 
already exceeds 25 percent of the 
county's cropland. 

Discussion of Comments 

ASCS received sixty-nine letters 
containing 274 comments concerning the 
proposed rule published February 5, 
1992. Entities responding included 
individuals. State governments, local 
governments. State wildlife and 
conservation organizations, national 
wildlife and conservation organizations, 
national farm and commodity 
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organizations, and Members of 
Congress. Comments came from twenty- 
eight states and that District of 
Columbia. 

Changes in this final rule from the 
proposed rule of February 5,1992, are 
based upon public comments to the 
proposed rule. A few minor editorial and 
other changes have also been made in 
the text for clarity and to facilitate the 
application of the regulations. The 
discussion of comments that follows is 
organized by section in the same 
sequence as the final rule. 

Section 703.1 Applicability 

Twenty-eight comments were 
received regarding the proposal to limit 
the implementation of WRP in the fiscal 
year 1992 to 8 states. The respondents 
indicated that other States and types of 
restored wetlands are desirable to be 
included as pilot States. Although an 
argument can reasonably be made for 
the inclusion of any specific State based 
on local conditions, only one State. 
Wisconsin, was added. Implementation 
of the CRP in Wisconsin provides a 
unique opportunity to study the effects 
that an existing State restoration 
program, that in over 20 years has 
established over 1,500 wetlands in the 
State, may have on participation in the 
new WRP. Wisconsin also ranks high in 
potential hydric soils suitable for 
restoration to better ensure sufficient 
bids are submitted in order to reach the 
50,000 acre goal during the pilot 
program. 

Section 703.2 Administration 

Nineteen comments suggested 
changes in the proposed administration 
of the WRP. These comments addressed 
the issues of the roles and 
responsibilities of environmental and 
conservation groups in implementing the 
WRP. Several minor editorial and other 
changes have been adopted. 

Accordingly, the provisions of $ 703.2(f)2 
have been expanded to include 
consultation with State and non¬ 
governmental organizations at the State 
and local level; the provisions of 
S 703.12(a)15 have been clarified to 
include private organizations: and 
S 703.15(d] to include conservation 
districts as approving officials on the 
WRPO. Designating a different lead 
agency or requiring the local drainage 
district as an approving official are not 
viable alternatives and were not 
adopted. Although ASCS is the 
administering agency, the success of this 
program lies with the technical agencies, 
namely SCS and FWS. that will make 
the technical decisions regarding land 
eligibility and development of the 
WRPO with the landowner, and FS 


where tree planting for timber 
production is approved. 

Section 703.3 Definitions 

One comment suggested that the term 
**non-permanent easements'* include 10- 
year agreements. The 1985 Act 
provisions specifically state the types of 
easements which may be accepted and 
the length of the easements. There is no 
statutory basis to adopt this suggestion. 

One comment recommended 
expanding program provisions to specify 
the role and function of environmental 
and conservation organizations at the 
local level. These organizations are 
important and expected to play a major 
role in the effective implementation of 
the WRP. Section 703.3 has been 
amended to specify that ASCS will 
consult with non-govemmental agencies 
regarding issues when necessary and 
appropriate. 

Another comment requested that trees 
and vine crops be included in the 
definition of an agricultural commodity. 
Generally, for the purposes of this 
program, an "agricultural commodity** is 
defined to be an annually tilled crop or 
sugarcane. Adding trees or vine crops 
would go beyond that crHeria and would 
not generally produce the same public 
beneHt as the enrollment of other lands 
into the program. Accordingly, no 
change has been made by ^e final rule. 

One comment offered another 
definition for "riparian areas." In 
response to this comment an addition to 
the proposed definition has been 
included in § 703.3 to expand the 
definition of a "riparian area** to provide 
that areas along "channels** shall also 
be included. 

Finally, one comment pointed out the 
proposed definition of an "easement 
area" included only the land being 
restored and not necessarily the 
adjacent lands. The definition of 
"easement area" has not been revised, 
since the term is used to delineate that 
portion of the farm on which the 
restored wetland is located, or which is 
described on the easement document as 
being the location of the required 
practices necessary to restore the 
hydrology and protection to the restored 
area. However, the easement document 
will specify that no action may be 
undertaken anywhere on the easement 
farm which affects the restored wetland 
or other area designated as the 
easement area. 

Section 703.4 Maximum County 
Acreage 

Three comments were received 
favoring a waiver of the 25 percent 
maximum cropland permitted to enter 
into the Environmental Conservation 


Acreage Reserve Program (ECARP) and 
one comment was received opposing 
any waivers. Since long-term easements 
are preferred over shorter-term 
easements and CRP contracts will begin 
expiring in 1996, it has been determined 
ASCS may accept and approve offers in 
counties in excess of the 25 percent 
cropland rule when such acceptance is 
deemed not to have an adverse effect on 
the local economy. The final rule has 
been modified to reflect that ASCS will 
accept WRP Intentions and a waiver be 
granted in order to accept acreage into 
the WRP in an amount which is in 
excess of 25 percent of the county’s 
cropland. 

Section 703.6 Eligible Person 

Six comments recommended waiving 
or eliminating any ownership 
requirement. One comment opposed 
allowing a person to purchase farmland 
solely for the intent of enrolling such 
land into the WRP. The proposed rule 
has been adopted without change since 
experience with the CRP has shown that 
program abuse is likely to occur if there 
is no prior ownership requirement. 

Section 703.7 Eligible Land 

Twenty-eight comments were 
submitted for review and consideration. 
Four of these were from California, 
recommending the cropping history 
requirement be modified or eliminated 
so as to permit the eligibility of pasture 
land for inclusion into the WRP. Since 
only slight to moderate enhancement of 
wetland functions and values would be 
achieved, this provision was not 
amended regaling cropping history. 

Other comments recommended 
expanding the "adjacent area'* which 
may be included in an easement from 
the average of 100 feet set forth in the 
proposed rule to 300 feet or to cover an 
entire watershed. Based on the advice 
provided by representatives of the 
technical agencies, the proposed 100 feet 
provision provides the nesting habitat 
and the restored area will be adequately 
protected from siltation or other water 
quality contaminants without defeating 
the intent of the program which is to 
restore wetland hydrology. ASCS does 
not believe that the additional acreage 
is necessary to achieve WRP goals. 
Therefore, no change was made in this 
regard. 

Three comments suggested placing a 
higher priority for acceptance on eligible 
riparian areas. Five comments were 
supportive of the riparian area criteria, 
buffer area inclusion, or supported the 
eligibility criteria "as is.'* Other 
comments suggested including as 
eligible areas, areas with: trees; 
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bottomland hardwoods; or habitats for 
threatened or endangered species. These 
comments generally went beyond the 
scope of the WRP by including sizable 
increases in non>hydrtc cropland areas. 
Therefore, except as noted in the 
discussion on changes to § 703.8, none 
of these suggested changes were 
adopted. 

Section 703.6 Additional Land 
Eligibility Provisions 

One comment reconunended inserting 
for inclusion **land including pasture 
lands or adjacent lands that have been 
identified as being habitat of an 
endangered or threatened species.** The 
suggestion was not adopted; however, 

S 703.10(d] is being modified to allow for 
additional consideration under 
easement priority for wetlands which 
may aid in the protection of threatened 
or endangered species. 

Section 703.9 Transfer of Lands From 
theCRPtothe WRP 

Thirteen comments were received 
with respect to the issue of allowing 
current CRP contract holders to enroll 
eligible land in the WRP prior to the 
maturity of the CRP contract. Generally, 
these comments opposed the proposal 
requiring CRP participants to bid in the 
first available WRP signup period; those 
CRP participants who did not bid at that 
time would have to wait until their CRP 
contract terminated before a WRP bid 
could be submitted. These comments 
also opposed the manner in which ASCS 
proposed to take Into account previously 
paid CRP payments when making the 
WPP payments with respect to land 
subject to both contracts. In response to 
these comments, ASCS will allow CRP 
* participants the opportunity to submit a 
WRP bid during all WRP signups; 
however, any CRP payment which is 
made after the second WRP signup 
period available to the CRP participant 
will be deducted from the WRP payment 
made to such person. This will allow for 
greater WRP participation without 
defeating the purposes of either program 
while ensuring that limited funding is 
used to the maximum possible extent. 

Section 703.10 Easement Priority 

Seventeen comments were received. 
Three comments support the use of a 
formula for selection purposes. One 
comment stated the formula was too 
complex. One comment recommended 
deleting the formula. Two other 
comments recommended either 
including the formula in the rule or 
providing copies of the formula to 
eligible landowners. One comment felt it 
was unfair to stress permanent 
easements. Two comments 


recommended that ASCS provide 
appraisals for review while one 
commenter was concerned how land 
values will be established. Another 
comment suggested expanding criteria 
to include North American Waterfowl 
Management Plans. One comment 
believed the prioritization should be the 
function of the technical agencies and 
not ASCS. In order to ensure that proper 
weight is given to all bids and to ensure 
that all factors involving the offered 
area are given sufficient consideration, a 
formula or other internal guidance is 
needed for use by ASCS personnel. 
Experience with prior ASCS 
administered programs has shown that 
disclosure of all criteria used in the bid 
evaluation process is not feasible and 
also defeats the whole concept of a bid 
program. Accordingly, these suggestions 
were not adopted except that the factor 
for **wetland8 location significance'* was 
clarified to include the contribution that 
restoration of the wetland may make 
toward the recovery of threatened or 
endangered species. 

Section 703.22 Statement of Intention: 
Submission of Bids 

Seven comments were received with 
six expressing concern over the most 
beneficial use of technical agency time 
in working with potential WRP 
participants. Each of the six comments 
recommended using "draft” Wetland 
Reserve Plans of Operation (WRPO) or 
not requiring any actual planning until 
after a producer had enrolled into the 
WRP. SCS has agreed to furnish a 
comprehensive plan to the landowner 
for assistance in formulating a 
competitive bid based on out-of pocket 
costs to be incurred and any rights 
afforded under the easement such as 
haying, grazing, fee hunting or planned 
timber harvest. The WRPO is a tool to 
bid competitively for acceptance into 
the program. However, detail design 
plans may not be completed by the 
technical agency until the bid is 
accepted. ASCS and SCS believe 
anything less than full disclosure as to 
requirements, costs, and rights retained 
would be unfair to a landowner and 
could cause increased program costs if 
any uncertainty existed. In addition, in 
order to properly prepare the easement 
document, the producer and ASCS must 
have a fum agreement as to the action 
to be undertaken or prohibited on the 
easement area and easement farm. For 
these reasons, this suggestion has not 
been adopted. 

The seventh comment recommended 
providing copies of easement forms and 
other relevant forms to producers at the 
time of submission of an intention to 
participate. Any person may request and 


receive a copy of the WRP forms at any 
time. Each lando%vner signing an 
intention to participate will be given a 
packet of information including a basic 
easement document at that time to 
ensure a thorough understanding of the 
WRP and to assist in the formulation of 
a bid after the WRPO is completed. 

Section 703.22 Obligations of the 
Landowner 

Fifty-three comments were submitted 
for review and consideration on this 
section. Fourteen of these were 
regarding the length of easement Most 
were strongly supportive toward 
permanent easements and did not 
support the use of short-term easements. 
Due to the limited funding available and 
due to the highest returns to be gained 
from these funds, it has been determined 
that ASCS will only accept permanent 
easements unless otherwise announced 
by the Deputy Administrator. State and 
County Operations. ASCS. 

Eleven comments recommended 
changes for clarity with respect to 
permissive and restrictive uses in the 
adjacent areas of a participant's farm 
not included in the easement area. This 
suggestion is adopted in the Hnal rule; 

S 703.12 is revised to provide that the 
WRPO will specify the prohibition of 
any activity that will cause excessive 
sedimentation or contaminants to enter 
the easement area or that may alter the 
flow of surface or subsurface water. 

Five comments recommended deleting 
the requirement to control pests and 
weeds on the easement area. Two 
conunents were concerned on the use of 
pesticides in weed or insect control. One 
comment suggested that the WRP 
regulations should take into account that 
the creation of wetlands through 
restoration may create nuisance 
problems in some instances. ASCS 
deemed no change is needed since State 
and local laws are applicable to the 
easement area. 

Section 703.23 Payments to 
Landowners by ASCS 

Thirteen comments were received. 
Three comments recommended 
clarifying the provisions of the 
regulations concerning easement cost 
and filing cost responsibilities. The final 
rule has been clarified to specify that 
ASCS will reimburse participants for 
fair and reasonable costs concerning 
title search and filing costs. 

Five comments recommended higher 
cost-share rates. One comment 
suggested including as an eligible cost 
any water requirements in arid areas. 
One comment recommended lump-sum 
payments be offered to oivners offering 
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less than permanent easements. Another 
comment disagreed with the proposal to 
refrain from making total payment until 
completion of practices necessary for 
restoration. These comments were not 
adopted since the 1985 Act specifically 
limits lump-sum payments to only those 
landowners granting a permanent 
easement and extending the benefits 
beyond that proposed would not be 
maximizing the possible program 
extents. 

Finally, one comment recommended 
that the regulations clearly provide that 
landowner's be made aware that the 
WRP was funded by advance 
appropriations for the total value of the 
easement prior to ASCS accepting any 
offers. This suggestion was not adopted 
since it was determined that the issue is 
not one properly addressed in a 
regulation; however, participants may 
be fully apprised of their rights with 
respect to receiving payments by 
contacting their county ASCS office. 

Section 703.15 Wetland Plan of 
Operations 

Thirty-two comments were offered for 
consideration regarding the WRPO. 

Many of the comments recommended 
that the regulations be expanded to 
clarify those actions which are covered 
by the WRPO. Other comments related 
to the proposed provisions regarding 
weed control. With some comments 
recommending stricter provisions 
concerning the landowner's 
responsibilities, other comments 
recommended deleting the requirement 
of weed control entirely. 

Many of the comments addressed the 
appropriateness of including grazing, 
haying, and mowing. Several comments 
recommended that the WRPO also be 
signed by State agencies and local 
drainage districts. There was also 
concern that the WRPO submitted with 
the bid not be so detailed that it burdens 
the landowner or the agencies preparing 
the WRPO. 

The regulations have been expanded 
to address or clarify some of the above 
concerns. Specifically, the landowner 
will be assisted by the SCS. FWS. and 
other appropriate agencies in the 
preparation of the WRPO. therefore, the 
development of the WRPO will not 
demand a great deal of the landowner's 
resources. Although the WRPO is a 
comprehensive document, details 
regarding restoration designs and 
subsequent operation and maintenance 
will be developed following bid 
acceptance. In addition, the WRPO 
development allows for State agencies 
and drainage districts to be consulted by 
SCS while developing the WRPO. 


The WRP allows for haying, grazing, 
timber harvesting, and hunting and 
fishing, if determined by SCS and FWS 
that such use is compatible with the 
goals and objectives of the program. 
Specific guidelines concerning 
compatible uses will be site specific and 
agreed to by the landowner, SCS. FWS. 
and ASCS before bid acceptance. 

Section 703.16 Easement Modifications 

Four comments were received. Two 
comments recommended prohibiting any 
blanket waivers for haying or grazing of 
the easement area during an emergency. 
Because the WRP easements may be 
perpetual in nature and due to the fact 
that it is not possible to foresee the 
possible feed needs of landowners in an 
emergency situation, the regulations do 
not prohibit such action. However, any 
such approval would be made only in 
those instances In which ASCS has 
determined that adverse affects to the 
easement area would not occur. One 
comment recommended concurrence by 
FWS and SCS and plan modifications. 
SCS and FWS will concur on plan 
modifications because it has been 
determined that all modifications will be 
approved in the same manner as initial 
plan development. The fourth comment 
believes that ASCS has the authority to 
arbitrarily lessen or weaken program 
participation. The final rule has been 
clarified to eliminate this concern. 

Section 703.17 Transfer of Land 

Four comments were submitted 
recommending several changes for 
clarity. This section has been 
reorganized to clarify the manner in 
whi^ the owner submitting a WRP 
contract will receive payment and how 
a new owner establishes eligibility for 
cost-share payments if the required 
practices were not completed by the 
previous owner. 

Section 703.18 Monitoring and 
Enforcement of Easement Terms and 
Conditions 

Eight comments were received. Three 
comments recommend that non¬ 
government organizations be delegated 
this responsibility. One comment 
volunteered their services in this 
endeavor. One comment was in 
opposition to any delegation of the 
monitoring or enforcement to other 
Federal or State agencies. Another 
comment believed ASCS should obtain 
written permission from the landowner 
in order to inspect the easement area. 
One comment recommends that 
management agreements may be 
entered into by the landowner and a 
third party at any time. Several 
comments indicated it is unreasonable 


to expect a landowner to foresee all 
future management capabilities and 
needs at the time the easement is 
finalized. Allo%ving third party 
agreements at any time will increase the 
effectiveness of WRP by combining the 
efforts of Federal, state or private 
organizations having expertise for 
management and monitoring. Two 
comments stated that local groups may 
provide the most cost effective 
management and monitoring for this 
program. In many cases the partnership 
may be essential to enable landowner 
participation. The final rule has been 
amended to allow participants to enter 
into third party agreements for 
maintenance with private conservation 
organizations to ensure continued 
management of the easement area 
without the need for additional public 
funding. 

Section 703.19 Violations 

Six comments were received with a 
broad range of positions. One comment 
supported the position in the proposed 
rule. One comment recommended that 
graduated penalties be applied for 
program violations. One comment stated 
that the court system is too slow to 
enforce WRP easements. The fourth 
comment claimed it is not due process to 
require a refund from someone not 
receiving payment. Another comment 
stated that ASCS should not reimburse 
legal expenses. Finally, the sixth 
comment stated that the proposed 
provision was arbitrary tmd punitive. 
Based upon these comments, the 
provisions of this section have been 
amended to provide that any refund of 
WRP payments shall be made only by 
the person who received payment from 
ASCS. Since this program is designed to 
provide easements for the benefits of the 
United States. ASCS will avail itself of 
any and all remedies which it has. 
including the right to seek damages or 
equitable relief from Federal courts. 
Accordingly, no change in the provisions 
relating to use of the court system is 
made. There is no statutory basis to 
establish graduated penalties. 
Accordingly this suggestion has not 
been adopted. 

Other Comments 

Several comments suggested that 
landowners enrolling into the WRP 
should be exempt from property or real 
estate taxes after enrollment. Since 
ASCS is purchasing only a property 
right and is not obtaining ownership of 
the property. State tax liabilities remain 
with the landowner. Since this is a State 
law issue. ASCS does not have the 
authority to choose the manner in which 
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taxes are assessed on the WRP 
easement area. Accordingly, these 
suggested changes are not adopted. 

Several comments also stated that 
ASCS should furnish the water 
necessary to ensure continuance of the 
restored wetland areas where water Is 
currently being purchased or there is the 
potential for a lack of water to ensure 
continuance of the restored wetland 
area. This suggestion goes beyond the 
scope of the authorizing legislation. 
Accordingly, no change has been made 
in the regulation based on these 
comments. 

Two comments encouraged the 
inclusion of a provision to allow 
subsequent cosbshare assistance in the 
event of a natural disaster or similar 
event over which the producer had no 
control. The final rule at $ 703.13(b) has 
been amended to authorize ASCS to 
provide cost-share assistance, at the 
discretion of ASCS. for the replacement 
or restoration of practices destroyed or 
lost due to reasons beyond the owner's 
control. 

List of Subjects in 7 CFR Part 703 

Administrative practices and 
procedures. Compliance procedures. 
Easements. Natural resources. Technical 
assistance and Wetlands Reserve Plan 
of Operations (WRPO). 

Final Rule 

Accordingly, title 7 of the Code of 
Federal Regulations, chapter VII is 
amended by adding a new part 703 to 
subchapter A to read as follows: 

PART 703—WETLANDS RESERVE 
PROGRAM 

Sec 

703.1 Applicability. 

703J2 Administration. 

703.3 Definitions. 

703.4 Maximum county acreage. 

703.5 Maximum acreage limitation. 

703.6 Eligible person. 

703.7 Eligible land. 

703.8 Additional land eligibility provisions. 

703.9 Transfer of lands from the CRP to the 
WRP. 

703.10 Easement priority. 

703.11 Statement of intention to participate: 
submission of bids. 

703.12 Obligations of the landowner. 

703.13 Payments to landowners by ASCS. 

703.14 Payment limitation. 

703.15 Wetlands Reserve Plan of 
Operations. 

703.16 Easment modifications. 

703.17 Transfer of land. 

703.18 Monitoring and enforcement of 
easement terms and conditions. 

703.19 ViolaUons. 

703.20 Performance based upon advice or 
action of the Department. 

703.21 Access to land under agreement 


Sec. 

703.22 Program payments and provisions 
relating to tenants and sharecroppers. 

703.23 Pa 3 rments not subject to claims. 

703.24 Assignments. 

703.25 Appeals. 

703.26 Scheme and device. 

703.27 Filing of false claims. 

703.26 Misc^laneout. 

Authority; 16 U.S.C. 3801 et seq. 

$703.1 Appncabittty. 

(a) The regulations in this pari govern 
the Wetlands Reserve Program (WRP). 
With respect to fiscal year 1992 only. 
WRP shall be available to producers 
only in the following States: California, 
Iowa. Louisiana. Minnesota. Mississippi. 
Missouri, New York, North Carolina, 
and Wisconsin. These states have been 
determined to have the highest 
incidence of: 

(1) Significant acreage of hydric 
cropland; 

(2) Potential capacity of restoration: 

(3) Diversity in kinds of wetlands; or 

(4) Substantial benefits for migratory 
bii^s. 

(b) Under the Wetlands Reserve 
Program, ASCS will accept voluntary 
offers for the purchase of easements 
from eligible persons who have eligible 
land widi respect to which they agree to 
restore and protect fanned wetlands or 
converted wetlands and eligible 
adjacent lands. Such voluntary 
easements will be for the purpose of 
restoring the hydrology and vegetation, 
and protecting the functions and values 
of wetlands for wildlife habitat, water 
quality improvement flood water 
retention, groimd water recharge, open 
space, aesthetic values, environmental 
education, and other values determined 
appropriate by ASCS. 

$ 703.2 Admlnistratton. 

(a) The regulations in this part will be 
administered under the general 
supervision and direction of the 
Administrator, ASCS. In the field, the 
regulations in this part will be 
administered by the Agricultural 
Stabilization and Conservation State 
and county committees {''State 
committees" and "county committees", 
respectively). 

(b) State executive directors, county 
executive directors and State and 
county committees do not have 
authority to modify or waive any of the 
provisions of this part 

(c) The State committee may take any 
action authorized or required by this 
part to be taken by the county 
committee %vhich has not been taken by 
such county committee. The State 
committee may also: 

(1) Correct or require a county 
committee to correct any action taken 


by such county committee which is not 
in accordance with this part or 

(2) Require a county committee to 
withhold taking any action which is not 
in accordance with this part 

(d) No delegation herein to a State or 
county committee shall preclude the 
Administrator of ASCS, or a designee, 
fiom determining any question arising 
under this part or from reversing or 
modifying any determination made by a 
State or county committee. 

(e) Data furnished by the applicants 
will be used to determine eligibility for 
program benefits. Furnishing the data is 
voluntary; however, without it program 
benefits will not be provided. 

(f) (1) The eligibility of the land for 
indusion in the WRP will be based on 
the likelihood of successful wetland 
restoration and the merit of including 
the land in the program, taking into 
account the cost of the restoration. 

(2) The development of the WRPO to 
achieve the desired objectives shall be 
made by the Soil Conservation Service 
(SCS) in agreement with the Fish and 
Wildlife Service (FWS). except that no 
determination by the SCS and the FWS 
shall compel ASCS to execute a contract 
or an easement which ASCS determines 
will serve the purposes of the program 
established by this part 

(3) The detailed designs to implement 
the practices and management measures 
in the WRPO shall be completed by the 
SCS. except that the Forest Service or 
State agency will assist with tree 
planting plans. 

(4) ASCS shall consult with the SCS 
and FWS for such other technical 
assistance in the implementation of the 
WRP and may consult with State 
agencies and other groups and 
organizations for technical assistance in 
developing and implementing the 
WRPO. 

(g) ASCS shall consult with the Forest 
Service (PS) or the State Forestry 
Agency for such assistance as is 
determined by SCS to be necessary for 
implementing WRPO's which include 
tree planting practices. 

(h) ASCS may consult with the 
Extension Service (ES) to coordinate the 
related information and education 
program as deemed appiropriate to 
implement the WRP. 

$703.3 Definitions. 

(a) The terms defined in part 719 of 
this chapter shall be applicable to this 
part and all documents issued in 
accordance with this part, except as 
othenfvise provided in this section. 

(b) The following definitions shall be 
applicable to this part: 
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Agricultural commodity meaiiB any 
crop planted and produced by annual 
tilling of the toil or on an annual basis 
by one trip planters or sugarcane 
planted or produced in a State or alfalfa 
and other multiyear grasses and legumes 
in rotation as approved by the 
Secretary. For purposes of determining 
crop history, as relevant to eligibility to 
enroll land in the program, land shall be 
considered planted to an agricultural 
commodity during a crop year if. as 
determined by ASCS, an action of the 
Secretary prevented land from being 
planted to the commodity during the 
crop year. 

Annual payment means, unless the 
context indicates otherwise, the 
payment specified in the WRP 
agreement which is made annually to a 
participant to compensate such 
participant for placing eligible land in 
the WRP. 

Applicant means a person who 
submits to ASCS an intention to 
participate in a WRP easement. 

ASCS means the Agricultural 
Stabilization and Conservation Service. 

Bid means, unless the context 
indicates otherwise, the total payment 
requested by the owner for granting an 
easement 

Conservation District (CD) means a 
subdivision of a State organized 
pursuant to an applicable State 
Conservation District Law or in 
instances where a conservation district 
does not exist, the State Conservationist 
of the Soil Conservation Service. 

Contract means the document 
specifying the contracted obligations 
and ri^ts of any person who is 
participating in the program. 

Cost-share payment means the 
payment made by ASCS to assist 
program participants in establishing the 
practices required in a WRPO. 

CRP means the Conservation Reserve 
Program provided for in 7 CFR parts 704 
and 1410. 

Deputy Administrator means the 
ASCS Deputy Administrator for State 
and County Operations (DASCO). 

Easement means the real property 
interest acquired by ASCS under this 
part and which is filed with the 
appropriate local or State government 
official. 

Easement area means the land on 
which the approved restoration 
practices are required. 

Easement farm means the area of 
land, including the easement area which 
has been conveyed by the most current 
deed recorded in the land records of the 
county where the easement area is 
locat^. 


FWS means the Fish and Wildlife 
Service of the United States Department 
of the Interior. 

Ixxxjl ASCS office means the county 
office of the Agriculhiral Stabilization 
and Conservation Service serving the 
county or combination of counties in the 
area in which the landowner's farm or 
ranch is administratively located. 

Non-permanent easement means an 
easement for the maximum duration 
permitted by State law or for 30 years. 

Participant means a landowner who 
has an approved easement contract. 

Permanent easement means an 
easement in perpetuity. 

Practice means the wetland and 
easement area development restoration 
measures agreed to in the WRPO to 
accomplish the desired program 
objectives. 

Riparian areas mean areas of land, 
which are directly influenced by free 
water in the soil that occur along 
streams, channels, rivers, and other 
water bodies. They are normally 
distinctly different from the surroimding 
lands because of unique soil and 
vegetation characteristics. They may be 
identified by distinctive vegetative 
communities which are reflective of soil 
conditions normally wetter than 
adjacent soils. 

SCS means the Soil Conservation 
Service of the Uitited States Department 
of Agriculture. 

Technical assistance means the 
assistance provided under the WRP to 
owners by a representative of the 
Department of Agriculture or the FWS in 
determining cropland eligibility, 
suitability for restoration, developing 
WRPCTs, and implementing and 
certifying practices. State agencies, non¬ 
governmental organizations, and 
individuals, with the concurrence of the 
landowner, may provide technical 
assistance in the development of the 
WRPO. 

WRP means the Wetlands Reserve 
Program provided for in this part 

WRPO means the Wetlands Reserve 
Plan of Operations provided for in this 
part 

§ 703.4 Maximum county acraaga. 

(a) Except for areas devoted to 
windbreai^ or shelterbelts after 
November 28.1990, the maximum 
acreage which may be placed in the 
ECARP may not exceed 25 percent of 
the total cropland in the county of which 
no more than 10 percent of the total 
cropland in the coimty may be subject to 
an easement 

(b) When statements of intention to 
participate in the WRP are received in 
counties that have exceeded the 25 
percent limit the county committee may 


request a waiver for the purpose of 
enrolling such lands in the WRP. The 
limitation in paragraph (a) of this 
section shall not apply if ASCS 
determines that such action vylU not 
adversely affect the local economy of 
the county. 

S 703.5 Maximum acreage limitation. 

ASCS will attempt to enroll no more 
than 1,000,000 acres in the WRP during 
the 1991-1995 calendar years and the 
cumulative total acreage enrolled will 
not exceed: 

(a) 200.000 acres through 1991: 

(b) 400.000 acres through 1992: 

(c) 600.000 acres throu^ 1993; 

(d) 600,000 acres throu^ 1994; and 

(e) 1^)00.000 acres through 1995. 

S 703.6 Eligible person. 

To be eligible to offer land for the 
WRP a person must be the owner of the 
eligible property for which enrollment is 
sought and must have been the owner of 
such land for at least the preceding 12 
months prior to the end of the period in 
which the intent to participate is 
declared, as provided in this part 
unless: 

(a) It is determined by ASCS that the 
land was acquired by will or succession 
as a result of the death of the previous 
owner, or 

(b) It is determined by ASCS that 
adequate assurances have been 
presented that the new owner of such 
land did not acquire such land for the 
purpose of placing it in the WRP. 

§703.7 EligibM land. 

(a)(1) Except as otherwise provided in 
this section, land may only be 
considered eligible for enrollment in the 
WRP if it is determined by SCS that the 
land: 

(1) Is wetland farmed under natural 
conditions, a farmed wetland, or prior 
converted cropland which is cropland 
except that converted wetlands shall not 
be eligible for enrollment if the 
conversion was not commenced prior to 
December 23,1985: and 

(ii] Merits inclusion in the program 
based on the likelihood of successful 
restoration of the enrolled land and the 
resultant wetland values when 
considering restoration cost. 

(2) Except in the case of land which 
qualifies as non-croplands under 
paragraph (b) of this section, land 
enrolled in the WRP must also: 

(i) Have been annually planted or 
considered planted to an agricultural 
commodity in at least 1 of the 5 crop 
years 1986 through 1990; 

(ii) Be suitable for planting to an 
agricultural commodity at the time of 
enrollment unless the land is wetlands 
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that have been restored on the land 
under a CRP contract, or under a 
Federal or State wetland restoration 
program without an easement of at least 
30 years in which case the land need 
only to have been planted to an 
agricultural commodity 2 of the 5 crop 
years, 1981 through 1985: and 

(iii) Not be a wetland mitigated under 
part 12 of this title. 

(b) Non-cropland may qualify as 
eligible adjacent land if ASCS 
determines that including such land in 
the program would contribute 
significantly to the restoration of 
adjacent wetlands under paragraph (a) 
of this section: 

(c) Determinations under this section 
will be made in accordance with the 
provisions of part 12 of this title, in such 
manner as may be prescribed by the 
Deputy Administrator. 

(d) ^igible land also includes land 
which SCS determines to be: 

(1) A riparian area along a stream or 
other waterway that links or after 
restoring the riparian area will link 
wetlands which are protected by an 
easement or other agreement that 
achieves the same objective as an 
easement: 

(2) Land adjacent to the restored 
wetland, whi(± would contribute 
significantly to the restoration of 
adjacent wetlands, but not more than an 
average of 100 feet wide, and not more 
than twice the area of the restored 
wetland as needed to protect the 
functions and values of wetlands 
restored under this part unless DASCO 
determines a larger area is necessary to 
meet the objectives of the WRP; 

(3) Lands that otherwise meet the 
requirements of paragraph (a) of this 
section subject to an existing CRP 
contract, with the highest wetland 
functions and values, that are likely to 
return to production after the expiration 
of the CRP contract and adjacent lands 
that otherwise meet the requirements of 
paragraph (b) of this section; or 

(4) Other wetlands of an owner that 
would not otherwise be eligible if the 
inclusion of such wetlands in the WRP 
easement would significantly add to the 
functions and values of the wetlands to 
be restored under this part. 

(e) Notwithstanding any other 
provision of this section, land which 
meets the requirements of paragraphs 

(a) through (d] of this section, shall not 
be considered eligible land unless it is 
determined by the SCS in consultation 
with the FWS that: 

(1) The wetland hydrology and 
vegetation can be restored to a 
condition approximating conditions 
which existed before conversion. 


(2) Significant restoration and 
protection is probable, taking into 
consideration the cost of the restoration, 
for wetland functions and values of such 
land. Wetland functions and values 
shall include but are not limited to: 

(i) The improvement of habitat for 
migratory birds and other wildlife; 

(ii) The protection and improvement 
of water quality; 

(iii) The attenuation of water flows 
due to flood: 

(iv) The recharge of ground water, 

(v) The protection and enhancement 
of open space and aesthetic quality; or 

(vi) The educational and scientiHc 
values of the area. 

(f) Eligible land must be configured in 
a manner which allows the owner to 
meet the objectives of the WRP. 

S 703.8 AdditlonaJ land eligibility 
provisiona. 

Notwithstanding other provisions of 
this part, land that is eligible for 
enrollment in the WRP must not be: 

(a) Converted wetlands if the 
conversion was commenced after 
December 23.1985; 

(b) Land that contains timber stands 
or trees established in connection with a 
CRP contract: 

(c) Lands owned or acquired by an 
agency of the Federal Government; or 

(d) Land subject to a deed restriction 
prohibiting the production of agricultural 
commodities or the alteration of existing 
wetland hydrology. 

S 703.9 Transfer of lands from the CRP to 
the WRP. 

Land subject to an existing CRP 
contract may be offered for acceptance 
and transfer into the WRP only if: 

(a) The land is eligible land for 
purposes of the WRP as provided in 
a 703J and 703.8 and 

(b) The application for such transfer 
into the WRP is agreed to by ASCS. If 
such transfer is requested by the owner 
and agreed to by ASCS. the CRP 
contract for the property shall be 
terminated or otherwise modiHed 
subject to such terms and conditions as 
are mutually agreed. Transfers from CRP 
to WRP after the second available WRP 
signup period will only be permitted if 
the owner agrees to refund all payments 
received under the CRP since the close 
of the second available WRP signup 
period. 

S 703.10 Easement piiortty. 

(a) In implementing the WRP, ASCS 
shall, to the extent practicable, in 
determining which WRP bids to accept, 
take into account the costs of obtaining 
an easement, future agricultural and 
food needs, and the benefits for 


protecting and enhancing habitat for 
migratory birds and other wildlife that 
would be acquired through purchase of 
the easement. 

(b) A formula will be used to ensure 
that offers will not be accepted in 
excess of the value of agricultural land, 
adjusted fon Soil productivity; nonland 
assets idled: landowner cost of wetland 
restoration: long term easement area 
operation and maintenance; long term 
costs for providing easement access 
route: and any other factors as may be 
allowed. 

(c) In evaluating easement offers, 
di^erent priorities for selection may be 
established by ASCS from time to time 
as determined by ASCS in order to 
accomplish the goals of the WRP. 

(d) ASCS will rank the bids based on 
the environmental benefits per dollar of 
government expenditures on restoration 
and easement purchase. The factors for 
determining the priority for selection 
may include the following: 

(1) Wetland hydrology restoration 
potential; 

(2) Wetlands location significance 
induding the contribution the 
restoration may make to the recovery of 
threatened and endangered species: 

(3) Wetlands functions and values: 

(4) Management risks: 

(5) Duration of easements: 

(6) Cost of restoration and easement 
purchase: and 

(7) Any other factors as determined 
appropriate by ASCS. 

{ 703.11 Statement of intention to 
participate; submission of bids. 

(a) A person seeking to enroll land in 
the WRP must apply for enrollment by 
stating on an approved ASCS form their 
intention to participate in the WRP. The 
statement of intention must be filed with 
the local county ASC committee during 
an announced period for such 
submissions. Such periods may be 
announced periodically by ASCS. 

(b) Following the statement of 
intention, the application will be 
considered complete only if such 
applicant: 

(1) Obtains an approved WRPO: and 

(2) Submits to ASCS a WRP bid 
setting out the total amount of easement 
payments that the person is willing to 
accept in return for participation in the 
program and for agreeing to other 
conditions for participation that may be 
required by ASCS, including the 
creation of an easement on the property. 
Such bids may be made no later than 90 
days after the close of the period 
announced by ASCS for submitting a 
statement of intention to participate, 
unless a later date is agreed to by ASCS. 
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No bid may be accepted unless 
submitted on the approved ASCS form 
and unless it is determined that the land 
is eligible and that the submitter of the 
bid is an eligible person. The 
determination of which bids to accept 
shall be at the exclusive discretion of 
ASCS. 

(c) A person submitting a statement of 
intention to participate shall not be 
obligated to submit a bid. 

(d) A bid may be submitted only if 
signed by all owners of the property or 
their duly authorized representative. 

S 70S.12 OMIgatlons of the landowner. 

(a) All owners of land for which a 
WRP bid is accepted by ASCS shall: 

(1) Grant to ASCS an approved 
easement for the land which shall run 
with the land and shall be in favor of 
ASCS and its assigns or delegates which 
provides that the property shall be 
maintained in the manner specified by 
ASCS to ensure that the land is 
maintained in accordance with the goals 
and purposes of this part, including the 
maintenance of the restored wetland 
and eligible lands as specified in the 
WRPO for the full life of the easement. 
Such easement shall: 

(1) Be a reserve interest easement that 
the Deputy Administrator determines is 
for a sufficient term of time necessary to 
achieve the purposes of the program. 
Permanent easements will be accepted 
and preferred whenever possible. 
However, the term of the easement shall 
be at least 30 years or the maximum 
extent allowed under State law; 

(ii) Require that the maintenance of 
the land in accordance with the 
easement and with the terms of the 
WRPO shall be the responsibility of the 
owners of the property and their 
successors of any kind, including, but 
not limited to. the owner’s heirs and 
assigns: 

(iii) Grant to ASCS a right of access in 
favor of ASCS and its delegates, assigns 
and successors of any kind, to the 
portion of the property which is subject 
to the provisions of the WRPO. 
Maintenance of such access shall be the 
responsibility of the owner and their 
successors of any kind: 

(iv) Reserve to ASCS the right to 
permit such compatible uses of the 
easement area as may be identified in 
the WRPO; and 

(v) Reserve to the landowner those 
compatible uses identified in the WRPO 
that are permitted to be pursued by the 
landowner. 

(2) Comply with all terms and 
conditions of the WRPO; 

(3) Provide for creating and recording 
an appropriate deed restriction, as 
determined by ASCS. for such land as 


necessary to meet the requirements of 
this subpart; 

(4) Provide that the easement granted 
to ASCS is superior to the rights of all 
others, except as authorized by ASCS. 
Such action shall include, but not be 
limited to, providing a written statement 
of consent to such easement and 
disclaimer by those holding a security 
interest or any other encumbrance with 
respect ifo such and; 

(5) Agree to the permanent retirement 
of the aggregate a total of crop acreage 
bases, and allotment and mandatory 
quota history on the farm or ranch to the 
extent that such crop acreage bases are 
not supported by the cropping pattern 
on the farm not including cropland 
enrolled in WRP; 

(6) Not allow the grazing of the land or 
any other commercial use on the land, 
except as provided for in the WRPO, or 
harvesting of any agricultural 
commodity produced on the land subject 
to the WRP easement; 

(7) Comply with Federal or Slate 
noxious weed laws in the manner 
specified in the WRPO; 

(8) Control other identified weed and 
pest species, in the manner speciHed in 
the WRPO; 

(9) Establish, maintain, and replace, 
as specified in the easement contract, 
the practices required in the WRPO as 
needed to meet the requirements of the 
WRPO. the easement contract, and the 
terms of the easement; 

(10) Be responsible for repairs, 
improvements, and inspections of the 
WRPO practices as necessary to 
maintain existing public drainage 
systems when the land is restored to the 
condition required by the terms of the 
WRPO, the easement contract and the 
easement; 

(11) Be permitted to control public 
access, in accordance with the WRPO, 
on the land enrolled in the program; 

(12) Implement any additional 
provisions that are required by ASCS in 
consultation with SCS and FWS in the 
easement contract, WRPO. or easement, 
in order to, as determined by ASCS. 
facilitate the administration of the WRP; 

(13) Not plant for harvest an 
agricultural commodity on the enrolled 
land for crop years subsequent to the 
acceptance of a WRP bid by ASCS; 

(14) Not alter the vegetation, except to 
harvest already planted crops or forage, 
or hydrology on such offered acres 
subsequent to acceptance of a bid by 
ASCS except as provided for in the 
easement or WRPO; 

(15) Be responsible for the long-term 
management of the easement in 
accordance with the terms of the 
easement and related agreements 
including the WRPO provided that 


owners will have the option to enter into 
an agreement with governmental or 
private organizations to assist in the 
management of the easement area. No 
ASCS funds will be provided to the 
designated agencies or organizations for 
management expenses and the 
responsibility to ASCS for the 
management of the easement shall in all 
cases remain with the owner and the 
owner’s successors of any kind 
regardless of whether such 
arrangements for third-party 
management are made with 
governmental or private organizations, 
including federal agencies; 

(16) Agree that each person on the 
easement contract %vith ASCS. or who Is 
subject to the easement, shall be jointly 
and severally responsible for 
compliance with the WRPO. the 
easement contract and the provisions of 
this subpart and for any re^nds or 
payment adjustment which may be 
required for violation of any terms or 
conditions of the WRPO. the easement 
contract or provisions of this subpart; 

(17) Refrain from taking any action on 
the easement area unless specifically 
authorized In the reserve interest 
easement or the WRPO; and 

(18) Secure any necessary local. State 
and Federal permits prior to 
commencing restoration of the 
designated area. 

(b) In addition, program participants 
and their successors of any kind may: 

(1) Not alter wildlife habitat and other 
natural land features of the enrolled 
land unless authorized by the WRPO; 

(2) Apply pesticides or fertilizers on 
the enrolled land or mow such land, 
only as provided for in the WRPO; or 

(3) Not engage in activities on other 
land on the person’s farm area that will* 

(i) Cause excessive sediment or other 
pollutants to enter the easement area; 

(ii) Alter the flow of surface or 
subsurface water into or out of the 
easement area except as specified in the 
WRPa.or 

(iii) Otherwise be inconsistent with 
the terms of the easement 

(c) The activities of any person on the 
property shall be considered for 
purposes of this section to be the actions 
of the program participant except to the 
extent that ASCS determines that the 
activities of such other person were 
beyond the control of the owner, in 
which case ASCS may adjust the 
remedies that are otherwise provided 
for in this part to the extent determined 
consistent with program goals. 
Obligations created by the easement 
shall run with the land and shall bind all 
persons having an interest in the 
property at any time whether such 
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interest is created by death of the 
owner, sale, assignment, or otherwise. 

( 703.13 Payments to tandowners by 
ASCS. 

(a) ASCS will share the cost with 
landowners of rehabilitating the 
enrolled land in the WRP as provided in 
the WRPO, or the easement contract. 

The amount of the cost-share assistance 
shall be specified in the easement 
contract. Eligible costs for such cost- 
share assistance by ASCS shall only 
include those costs which ASCS 
determines are appropriate, and shall be 
subject to the following restrictions: 

(1) ASCS shall pay: 

(1) As determined by ASCS, not less 
than 75 percent of: the actual cost of 
establishing or installing the practices 
specified in the WRPO; or the average 
cost of establishing the practices 
specified in the WRPO for a permanent 
easement; and 

(ii) Not less than 50 percent nor more 
than 75 percent, as determined by 
ASCS. of: the actual cost of establishing 
or installing the practices required by 
the WRPO; or the average cost of 
establishing the practices speciRed in 
the WRPO for other than a permanent 
easement. 

(2) For purposes of determining 
average establishment or installation 
costs ASCS may take into account 
recommendations of the State and 
County Conservation Review Groups 
provided for in $ 701.2(a) of this chapter 
and the determination of average costs 
shall be the average for the part of the 
county in which the land is located, 
except that if such an estimate is not 
possible, then an estimate for the whole 
county may be used, or if an estimate for 
part of the county or the whole county is 
not readily determinable, an estimate 
may be used for the State or part of the 
State in which the land is located; 

(3) Cost-share payments may be made 
only upon a determination by ASCS that 
an eligible practice or an identifiable 
unit of the practice has been established 
in compliance with appropriate 
standards and specifications; 

(4) Cost-share payments may be made 
only for the establishment or installation 
of an eligible practice and not for the 
maintenance of the practice except as 
specifically permitted in writing by the 
Deputy Administrator, and 

(5) Cost-share payment 
determinations shall be made by the 
county committee but no easement 
contract may be approved which would 
allow for total WRP cost-shares in 
excess of 50 percent of the pre-easement 
fair market value of the property subject 
to the WRPO without written approval 
by the State committee or for more than 


100 percent of such fair market value 
without the written approval of the 
Deputy Administrator. 

(b) Notwithstanding paragraph (a)(4) 
of this section, cost share payments may 
be authorized for the replacement or 
restoration of practices for which cost 
share assistance has been previously 
allowed under the WRP. but only If: 

(1) Replacement or restoration of the 
practice is needed to meet the objectives 
for which the easement was established; 
and 

(2) The failure of the original practice 
was due to reasons beyond the control 
of the participant. 

(c) (1) ASCS shall pay, at the times 
determined by ASCS. the agreed upon 
amount for the easement as determined 
through the acceptance of bids for 
eligible land through annual payments 
made in equal or unequal amount over a 
period not less than 5 years nor more 
than 20 years; except that in the case of 
permanent easements the easement 
payment may be made in a lump-sum 
amount. 

(2) ASCS payments shall be made in 
cash; 

(3) In the case of any non-permanent 
easement, the amount of payments that 
may be received per person, as 
determined under part 1497 (specifically 
§ 1497.109(a)) of this title, shall be 
limited as provided for in this part; 

(4) For all easements. ASCS shall 
withhold a portion of the payments that 
might otherwise be made pending 
completion of the restoration plan for 
the property and ASCS may condition 
any payment on satisfactory progress 
toward completion of the plan. At a 
minimum. ASCS shall pay no more than 
10 percent per year of the total purchase 
price for the easement pending 
completion of the restoration of the 
wetlands; 

(5) No payment may be made which 
would exceed the total amount bid and 
accepted for the property and payments 
may only be made if the person on 
whose account the payment is to be 
made: 

(i) Has agreed to all terms and 
conditions of the program set out in this 
part; 

(ii) Submitted an accepted bid on the 
standard ASCS-approved form for the 
WRP; and; 

(iii) Is in full compliance with the 
terms and conditions of the WRP 
easement except to the extent that relief 
is authorized by this part and is 
approved under guidelines issued by the 
Deputy Administrator. 

(d) ASCS will reimburse landowners 
offering an acceptable easement for fair 
and reasonable expense incurred for 


title searches, filing expenses, and 
related costs, as determined by ASCS. 

i 703.14 Payment limitation. 

With respect to non-permanent 
easements, the annual amount of 
payments paid to a person, as 
determined under part 1497 (specifically 
S 1497.109(a)) of this title, shall not 
exceed $50,000. 

$703.15 Wetianda reserve plan of 
operations. 

(a) At the time of submitting a bid to 
enroll land in the WRP. the landowner 
must have obtained a WRPO for the 
land which has been approved by 
ASCS. 

(b) The WRPO shall: 

(1) Include an aerial photo displaying 
the land offered for enrollment; 

(2) Specify the manner in which the 
farmed or converted wetlands included 
in the enrolled land shall be restored, 
operated, and maintained to accomplish 
the goal of the program together with 
other practices which may be necessary 
or appropriate to accomplish the goals 
of the program, including, where 
appropriate: 

(i) Measures necessary to control 
noxious weeds and insect pests in order 
to comply with applicable Federal, or 
State noxious weed and pest control 
laws; and 

(ii) Measures to the extent determined 
necessary in the WRPO to control other 
specified species of weeds, insects or 
pests. 

(3) Specify compatible land uses for 
personal enjoyment or for which 
compensation may be received, if any, 
reserved to the landowner in the 
easement and the manner in which 
these uses are to be carried out, such 
uses may include among others: 

(i) Recreational use. hunting and 
fishing; 

(ii) Managed timber production 
including harvesting; and 

(iii) Periodic haying or grazing 
consistent with the goals of the program. 

(4) Set out cost estimates of the 
practices required by the WRPO; 

(5) Identify access routes to be 
maintained for wetland restoration 
activities and future management and 
easement monitoring in connection with 
the land to be enrolled; 

(6) Make provisions deemed 
necessary for maintaining public 
drainage system if present on lands 
subject to the WRPO; 

(7) Contain scheduled implementation 
dates for restoration practices; 

(8) In areas where natural runoff is no 
longer sufficient to support natural 
wetland vegetation, include appropriate 
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provisions, to ensure adequate 
hydrology; and 

(9) Contain other provisions or 
limitations as ASCS, in consultation 
with the SCS and FWS, determines to be 
necessary. 

(c) SCS and FWS will cooperate and 
may consult with any other agency or 
person as deemed necessary on the 
development of the WRPO with the 
landowner. 

(d) The WRPO must be signed by 
SCS. FWS. CD. and the landowner 
before submission of a bid by an 
applicant. However, if agreement 
between SCS and FWS at the local level 
is not reached within 20 calendar days, 
the WRPO shall be developed by the 
State Conservationist of SCS in 
consultation with FWS. 

(e) The WRPO may require that a 
temporary vegetative or water cover be 
established on the property if immediate 
establishment of a permanent cover is 
not practicable or otherwise desirable. 

(f) The terms of an ASCS-approved 
WRTO shall not relieve the program 
participant of any obligation or term 
imposed or provided for in the easement 
contract, the easement, or this part. 

(g) The WRPO. where appropriate, 
will provide for the development of a 
tree planting plan with the assistance of 
the Forest Service or State forestry 
agency. 

(h) The WRPO. where appropriate 
will provide for the development by SCS 
of detailed plans for weed control, 
structural measures and their operation, 
vegetation establishment and 
management, and other measures as 
needed. 

(i) Revisions of the WRPO to enhance 
or protect the value for which the 
easement was established may be made 
at any time at the request of and with 
the concurrence of the owner. SCS, 

FWS. and ASCS. 

S 703.16 Easement modifications. 

After the easement has been recorded, 
no change will be made in the easement 
without a written request by the 
landowner and the written agreement of 
the Deputy Administrator, or a designee, 
who may grant such approval only 
where such approval is determined 
necessary or appropriate by the Deputy 
Administrator, or a designee, to achieve 
the goals of WRP or facilitate the 
practical administration and 
management of the easement area or the 
program, and will not adversely affect 
the functions and values for which the 
easement was established. 

i 703.17 Transfer of land. 

(a) If a new owner purchases or 
obtains the right and interest in, or right 


to occupancy of. the land subject to a 
WRP easement, such new owner shall 
be subject to the terms and conditions of 
the easement. The seller who is the 
signatory to the contract shall be 
entitled to receive all remaining WRP 
easement payments, if any. Eligible cost- 
share assistance shall be paid to the 
seller with respect to costs incurred by 
such seller. 

(b) Upon the transfer of the property, 
any remaining cost-share payments 
shall be withheld and shall be paid only 
if the new owner or purchaser becomes 
a party to the easement contract within 
60 days of the recordation of the deed 
transferring title to the new owner. Such 
payments shall be paid in the manner 
agreed to by the seller and the buyer. 
TTie new owner or purchaser shall be 
held responsible for assuring completion 
of all measures and practices required 
by the contract and the WRPO. 

(c) Any transfer of the property prior 
to the filing of the easement shall void 
any intention to participate, bid, or WRP 
easement contract unless the new owner 
agrees to be a party to the intention to 
participate, bid, or contract within 60 
days of the recordation of the deed 
transferring the land to the new owner. 

§ 703.18 Monitoring and enforcement of 
easement terms and conditions. 

(a) ASCS or its representative shall be 
permitted to inspect each easement area 
at any and all times determined 
necessary or appropriate by ASCS to 
ensure that: 

(1) Structural and vegetative 
restoration work are properly 
maintained; 

(2) The wetlands and adjacent upland 
habitat of the easement area is being 
managed as required in the WRPO. and 
the terms of the easement; and 

(3) Uses of the area are consistent 
with the terms and conditions of the 
easement contract, the WRPO and any 
related agreement. 

(b) If an owner or other interested 
party is unwilling to voluntarily correct, 
in a timely manner, deficiencies in 
compliance with the terms of the WRPO. 
the WRP easement, or any related 
agreements. ASCS may at the expense 
of any person who is subject to the WRP 
easement correct such deficiency; Such 
ASCS action shall be in addition to 
other remedies available to ASCS. 

(c) Management, monitoring and 
enforcement responsibilities may be 
delegated by ASCS at any time to other 
Federal or State agencies or. for 
management responsibilities only, 
private conservation organizations that 
have the appropriate authority, 
expertise, and resources necessary to 


parry out such delegated 
responsibilities, as determined by ASCS. 

§703.19 Violations. 

(a) If a violation of the terms and 
conditions of the easement contract, the 
WRPO or the recorded WRP easement 
occurs, the easement shall remain in 
force and ASCS may. in addition to 
taking action as provided in § 703i26: 

(1) Require the owner to fully restore 
the easement area, to fulfill the terms 
and conditions of the easement and 
WRPO; and 

(2) Require the owner, who received 
payments from ASCS to refund all or 
part of such payments received together 
with interest as determined appropriate 
by ASCS. 

(b) If an owner fails to carry out the 
terms and conditions of an easement, 
appropriate legal action may be initiated 
under civil law. or such other authority 
available to the entity assigned 
management responsibilities to compel 
such compliance may be used. The 
owner of the property shall reimburse 
ASCS for all costs incurred including 
but not limited to legal fees. 

§ 703.20 Performance based upon advice 
or action of the Department 

The provisions of part 790 of this 
chapter relating to performance based 
upon the action or advice of a 
representative of the Department shall 
be applicable to this part. 

§ 703.21 Access to land under agreement 

In order to determine eligibility and 
compliance with respect to this part, 
representatives of the Department, or 
designee thereof, shall have the right of 
access to: 

(a) Land which is the subject of an 
application made in accordance with 
this part, 

(b) Land which is subject to an 
easement made in accordance with this 
part, and 

(c) Records of the producer which 
release such land. 

§ 703.22 Program payments and 
provisions relating to tenants and 
sharecroppers. 

(a) Payments received under this part 
shall be divided in the manner specified 
in the applicable easement contract. 

(b) ASCS shall ensure that producers 
who would have shared in the risk of 
producing crops on land subject to such 
easement receive treatment deemed to 
be equitable in accordance with 
(1413.150 of this title. 

( 703.23 Payments not subject to claims. 

Subject to parts 3 and 1403 of this 
title, any cost-share or easement 
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payment or portion thereof due any 
person under this pert shall be allowed 
without regard to any claim or lien in 
favor of any creditor, except agencies of 
the U.S. Government 

S 703.24 Assignments. 

Any participant who may be entitled 
to any cash payment under this program 
may assign the right to receive such 
cash payments, in whole or in part as 
provided in part 1404 of this tide. 

9703.25 Appeals. 

(a] Except as provided in paragraph 

(b) of this section, a participant in the 
WKP may obtain a review of any 
administrative determination rendered 
under the program in accordance with 
the administrative appeal regulations 
provided in part 780 of this ciiapter. 

(b] Determinations concemiiig land 
ehgibility, development of WRPO's or 
determining the potential for restoration 
of an offered area may be reviewed in 
accordance with procedures established 
under part 614 of this tide or as 
otherwise established by SCS. 

9 703.26 Scheme and device. 

(a) If it is determined by ASCS that a 
landowner has employed a scheme or 
device to defeat the purposes of this 
part, any part of any program payment 
otherwise due or paid such landowner 
during the applicable period may be 
withheld or be required to be refunded 


with interest thereon, as determined 
appropriate by ASCS, and the contract 
with the landowner may be terminated. 
In such a case, ASCS may also continue 
to hold the easement interest acquired 
under this part. 

(b) A scheme or device includes, but 
is not limited to, coercion, fraud, 
misrepresentation, depriving any other 
person of cost-share assistance or land 
payments for easements, and obtaining 
a payment that otherwise would not be 
payable. 

(c) An owner of land subject to this 
part who succeeds to the responsibilities 
under this part shall report in writing to 
ASCS any interest of any kind in the 
land subject to this part that is retained 
by a previous participant. Such interest 
shall include a present, future or 
conditional interest, reversionary 
interest or any option, future or present, 
with respect to such land and any 
interest of any lender in such land 
where the lender has, will, or can 
obtain, a right of occupancy to such land 
or an interest in the equity in such land 
other than an interest in the 
appreciation in the value of such land 
occurring after the loan wa^* made. A 
failure of frill disclosure will be 
considered a scheme or device under 
this section. 

9703.27 FiRng Of false claims. 

If H is determined by ASCS that any 
participant has knowingly supplied false 


information or has knowingly filed a 
false claim, such participant shall be 
ineligible for payments under this part. 
False information or false claims include 
claims for payment for practices which 
do not meet the specifrcations of the 
applicable WRPO. Any amounts paid 
under these circumstances shall be 
refunded, together with interest as 
determined by ASCS. and any amounts 
otherwise due such participant shall be 
withheld. 

9703.28 MIsceltaneous. 

(a) Except as otherwise provided in 
this part in the case of death, 
incompetency, or disappearance of any 
landowner, any payment due under this 
part shall be paid to the landowner's 
successor in accordance with the 
provisions of part 707 of this chapter. 

(b) The provisions of 7 CFR pak 791 
are applicable to this part. 

(c) Any remedies permitted ASCS 
undCT this part shall be in addition to 
any other remedy, including, but not 
limited to criminal remedies, or actions 
for damages in favor of ASCS as may be 
permitted by law. 

Signed this May 21,1902 in Washinglori. 
DC 

Keith DLBjerke, 

Administrator, Agricu/turaf StabiJizotJon and 
Conserrotion Service, 

[FR Doc. 92-13044 Filed 6-1-92; 1*.29 pm] 
BILUNQ COOC 341S-06-ai 
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DEPARTMENT OF TRANSPORTATION 

Federal Aviation Administration 

14 CFR Parts 121,125,127,129, and 
135 

[Docket No. 18510; SFAR No. 38-8] 

Special Federal Aviation Regulation 
No. 38; Certification and Operating 
Requirements 

agency: Federal Aviation 
Administration [FAAJ. DOT. 
action: Final rule; request for 
comments. 

summary: This amendment establishes 
a new termination date for Special 
Federal Aviation Regulation [SFAR] No. 
38-2 [50 FR 23941; June 7.1985J. which 
contains the certification and operating 
requirements for persons conducting 
commercial passenger or cargo 
operations. The FAA stated in previous 
extensions of SFAR 38-2 that it was 
necessary to establish a new 
termination date for SFAR 38-2 to allow 
time for the FAA to complete the 
rulemaking process that will consolidate 
the rules regarding certiflcation and 
operating requirements and incorporate 
SFAR 38-2 into the Federal Aviation 
Regulations (FAR). The current 
termination date for SFAR 38-2 is June 
1,1992. Because the FAA has not 
completed that rulemaking process, a 1- 
year extension of the termination date is 
necessary. SFAR 38-2 is extended to 
ensure that the FAA has adequate time 
to complete the consolidation of the 
rules regarding certification and 
operating requirements. However, if a 
final rule, which consolidates those 
rules, is issued before the new 
termination date, the FAA intends to 
publish a notice rescinding SFAR 38-2 
concurrently with the publication of the 
final rule in the Federal Register. 

DATES; Effective date June 1,1992, 
Comments must be received on or 
before August 3,1992. 

ADDRESSES: Send comments on the rule 
in triplicate to: Federal Aviation 
Administration. Office of the Chief 
Counsel Attn: Rules Docket (AGC-10). 
Docket No. 18518. 800 Independence 
Avenue, SW., Washington. DC 20591, or 
deliver comments in triplicate to: 

Federal Aviation Administration. Rules 
Docket, room 916, 800 Independence 
Avenue, SW., Washington, DC. 
Comments may be examined in the 
Rules Dockets weekdays, except 
Federal holidays, between 8:30 a.m. and 
5 p.m. 

FOR FURTHER INFORMATION CONTACT. 

Ms. Donell Pollard, Project Development 


Branch, AFS-240, Air Transportation 
Division, Flight Standards Service, 
Federal Aviation Administration, 800 
Independence Avenue SW., 

Washington. DC 20591; Telephone (202) 
267-3750. 

SUPPLEMENTAL INFORMATION: 
Background 

On December 12,1978, the FAA 
issued SFAR 38 (43 FR 58366; December 
14,1978) as a consequence of the Airline 
Deregulation Act of 1978 (ADA or Act) 
(Pub. L 95-504,92 Stat. 1705). That Act 
expresses the Congressional intent that 
the Federal Government diminish its 
involvement in regulating the economic 
aspects of the airline industry. To 
accomplish this. Congress directed that 
the Civil Aeronautics Board (CAB) be 
abolished on December 31,1984, and 
that certain of its functions cease before 
that date. Anticipating its sunset, the 
CAB itself curtailed or suspended much 
of its regulatory activity during the 
period 1979-1984. By January 1,1985, the 
remaining CAB functions were 
transferred to the Department of 
Transportation (DOT). 

Because some aspects of FAA safety 
regulations relied upon CAB definitiona 
and authority, the FAA found it 
necessary In 1978 to adopt an interim 
measure to provide for an orderly 
transition to the change in economic 
regulatory activities. This action was 
consistent with the Congressional 
directive contained in section 107(a) of 
the Act that the deregulation of airline 
economics result in no diminution of the 
high standard of safety in air 
transportation that existed when the 
ADA was enacted SFAR 38 (43 FR 
58366; December 14.1978) set forth FAA 
certification and operating requirements 
a^^licable to all '*air commerce** and 
"air transportation" operations for 
**compensation or hire." (SFAR 38 did 
not address part 133 External Load 
Operations. Part 137 Agriculture Aircraft 
Operations, or part 91 training and other 
special purpose operations.) 

On December 27,1984. the FAA 
issued SFAR 38-1 (50 FR 450; January 4, 
1985), which merely extended the 
termination date of SFAR 38 and 
allowed the FAA time to propose and 
receive comments on revising SFAR 38. 

On May 28,1985. the FAA issued 
SFAR 38-2 (50 FR 23941; June 7.1965), 
which updated SFAR 38 in light of 
changes since 1978 and clarified 
provisions stating which FAA 
regulations apply to each air carrier and 
each type of operation. This action was 
necessary because of the changes in the 
air transportation industry brought 
about by economic deregulation. Before 


deregulation, economic certificates were 
rigidly compartmentalized, and each air 
carrier typically was authorized to 
conduct only one type of operation 
(domestic, flag, or charter (i.e., 
supplemental)). The safety certificate 
ismed to the air carrier by the FAA 
paralleled the authorization granted in 
the air carrier’s economic certificate. 
Economic deregulation broke down the 
barriers between the various types of 
operations. The economic authority 
granted an air carrier by the DOT is no 
longer indicative of the safety 
regulations applicable to the type of 
operation authorized by the FAA. Thus, 
it was necessary for the FAA to 
establish guidelines to determine what 
safety standards were applicable to an 
air carrier's particular operation. 

On April 30.1986, the FAA issued 
SFAR 38-3 (51 FR 17274; May 9.1986), 
which extended the termination date of 
SFAR 38-2 to allow the FAA time to 
incorporate its contents into Notice No. 
88-16 (53 FR 39852; October 12.1986). 
That notice proposes to consolidate the 
certification and operating requirements 
rules in parts 121 and 135, and to 
incorporate various provisions of SFAR 
38-2 into new part 119 of the FAR. 

On July 15,1987, the FAA issued 
SFAR 38^ (52 FR 28938; August 4.1987). 
which reinstated SFAR 38-2, because it 
was inadvertently allowed to expire, 
and extended its termination date to 
June 1,1989. That extension allowed the 
FAA time to incorporate the contents of 
SFAR 38-2 into Notice No. 88-16. 

On May 26,1989. the FAA issued 
SFAR 38-5 (54 FR 23884; June 2.1989). 
which extended the expiration date of 
SFAR 38-2 to June 1,1990, in order for 
the FAA to consider comments on 
Notice No. 88-16 and to issue a final rule 
which would consolidate the 
certification and operating requirements 
rules of SFAR 38-2, part 121, and part 
135. 

On April 11,1990, the FAA reopened 
the comment period for Notice No. 88-16 
(55 FR 14404; April 17,1990) for 
comments on the definition of 
"scheduled operation" and the 
notification requirement for changes to 
operations specifications for a period of 
30 days. The reopened comment period 
closed May 17,1990. 

To allow for additional time to 
consider comments received during the 
reopened comment period, the FAA 
extended the expiration date for SFAR 
38-2 until June 1,1991 (55 FR 23046; June 
5,1990). Because of the complexity of 
tl^ comments, the expiration date for 
SFAR 38-2 again was extended until 
June 1.1992 (56 FR 25450; June 4.1991). 
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Based on coniments received* the 
FAA has determined that a different 
definition of ^'scheduled operation" 
should be proposed for public comment. 
Therefore, in order to allow time to issue 
the supplemental notice of proposed 
rulemaking, consider comments, and 
issue a final rule, it is necessary to 
extend the expiration date for SFAR 38- 
2 until June 1.1993. 

Good Cause Justification for Immediate 
Adoption 

The reasons which justify the 
adoption, and the subsequent revision, 
of SFAR 38 still exist. Therefore, it is in 
the public interest to establish a new 
termination date for SFAR 38-2 of June 
1,1993. If the FAA publishes a final rule 
incorporating SFAR 38-2 into the FAR 
before the termination date, a notice 
rescinding SFAR 38-2 will be published 
concurrently. This action is necessary to 
permit continued operations under 
SFAR 38. as amended, and to avoid 
confusion in the administration of FAA 
regulations regarding operating 
certificates and operating requirements. 

For this reason, and because this 
amendment continues in effect the 
provisions of a currently effective SFAR 
and imposes no additional burden on 
any person, I find that notice and public 
procedures are unnecessary, 
impracticable, and contrary to the public 
interest, and that the amendment should 
be made effective in less than 30 days 
after publication. However, interested 
persons are invited to submit such 
comments as they desire regarding this 
amendment. Communications should 
identify the docket number and be 
submitted in duplicate to the address 
above. All communications received on 
or before the close of the comment 
period will be considered by the 
Administrator, and this amendment may 
be changed in light of the comments 
received. All comments will be 
available, both before and after the 
closing date for comments, in the Rules 
Docket for examination by interested 
parties. 

Regulatory Flexibility Determination 

The Regulatory Flexibility Act of 1980 
(RFA) was enacted to ensure that small 


entities are not unnecessarily and 
disproportionately burdened by 
Government regulations. The RFA 
requires agencies to review rules which 
may have "a significant economic 
impact on a substantial number of small 
entities." 

This rule will not impose any 
additional incremental costs over those 
that would have been incurred when 
SFAR 38-2 was first issued. Therefore. I 
certify that the amendment will not have 
a significant economic impact on a 
substantial number of small entities. 

International Trade Impact Analysis 

The FAA finds this amendment will 
have no impact on international trade. 

Federalism Implications 

The amendment herein would not 
have substantial direct effects on the 
states, on the relationship between the 
national government and the states, or 
on the distribution of power and 
responsibilities among the various levels 
of government. Therefore, in accordance 
with Executive Order 12612, it is 
determined that this amendment would 
not have sufficient federalism 
applications to warrant the preparation 
of Federalism Assessment. 

Conclusion 

The FAA has determined that this 
document involves an amendment that 
imposes no additional burden on any 
person. Accordingly, it has been 
determined that: The action does not 
involve a major rule under Executive 
Order 12291: it is not signiHcant under 
DOT Regulatory Policies and Procedures 
(44 FR 11034; February 26,1979); and the 
anticipated impact is so minimal that a 
full regulatory evaluation is not 
required. 

List of Subjects 

14 CFR Part 121 

Air carrier. Aircraft. Airmen, Air 
transportation. Aviation safety. 

14 CFR Part 125 

Aircraft. Airmen. Airports. Airspace, 
Air traffic control. Air transportation. 
Chemicals. Children. Drugs. Flammable 


materials. Handicapped. Hazardous 
materials. Infants. Smoking. 

14 CFR Part 127 

Air carriers. Aircraft, Airmen. 
Airworthiness. 

14 CFR Port 129 

Air carriers. Aircraft. Airmen. Air 
transportation. Aviation safety. Safety. 

14 CFR Port 135 

Air carriers. Aircraft. Airmen. Air 
taxis. Air transportation. Airworthiness, 
Aviation safety. Safety. 

Adoption of the Amendment 

In consideration of the foregoing 
SFAR 3a-2 (14 CFR parts 121.125.127, 
129. and 135) of the Federal Aviation 
Regulations is amended as follows; 

1. The authority citation for part 121 
continues to read as follows: 

Authority: 49 U.S.C. app. 1354(a). 1355. 

1356.1357.1401.1421-1430.1472,1485. and 
1502: 49 U.S.C. 106(g). 

2. The authority citation for part 125 
continues to read as follows: 

Authority: 49 U.S.C. 1354.1421 through 
1430. and 1502; 49 U.S.C 106(g) (revised Pub. 
L 97-449. January 12.1983). 

3. The authority citation for part 127 
continues to read as follows: 

Authority: 49 U.S.C app. 1354(a). 1421. 

1422,1423.1424.1425. 1430; 49 U.S.C. 106(g). 

4. The authority citation for part 129 
continues to read as follows: 

Authority: 49 U.S.C app. 1346,1354(a). 

1356,1357.1421.1502.1511: 49 U.S.C 106(g): 
Sec. 101 et seq.. Pub. L 101-604.104 Stal. 

3066. 

5. The authority citation for part 135 
continues to read as follows: 

Authority: 49 U.S.C app. 1354(a). 1355(a). 
1421 throu^ 1431. and 1502: 49 U.S.C 106(g). 

Special Federal Aviation Regulation 
No. 38-2 is amended by removing the 
words "June 1,1992" in the last 
paragraph, and by adding in their place 
the words "June 1.1993." 

Issued in Washington. DC. on June 1.1992. 
Barry Lambert Harris, 

Acting Administrator. 

IFR Doc. 92-13054 Filed 6-1-92: 3:47 pm] 
BILUNO COOC 4010-IS-W 
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INFORMATION AND ASSISTANCE 


CFR PARTS AFFECTED DURING JUNE 


Federal Register 


Index, finding aids A general information 

202-523-5227 

Public inspection desk 

523-5215 

Corrections to published documents 

523-5237 

Document drafting information 

523-5237 

Machine readable documents 

523-3447 

Code of Federal Regulations 


Index, finding aids A general information 

523-5227 

Printing schedules 

523-3410 

Laws 


Public Laws Update Service (numbers, dates, etc.) 

523-6641 

Additional information 

523-5230 

Presidential Docunf>ents 


Executive orders and proclamations 

523-5230 

Public Papers of the Presidents 

523-5230 

Weekly Compilation of Presidential Documents 

523-5230 

The United States Government Manual 


General information 

523-5230 

Other Services 


Data base and machine readable specifications 

523-3447 

Guide to Record Retention Requirements ^ 

523-3187 

Legal staff 

523-4534 

Privacy Act Compilation 

523-3187 

Public Laws Update Service (PLUS) 

523-6641 

TDD for the hearing impaired 

523-5229 


FEDERAL REGISTER PAGES AND DATES. JUNE 


23043-23134.. 1 

23135-23300..2 

23301-23522.3 


23523-23924___4 



r 


f. ^ 


At the end of each month, the Office of the Federal Register 
publishes separately a List of CFR Sections Affected (LSA). which 
lists parts and sections affected by documents published since 
the revision date of each title. 


3CFR- 

Exscutiva Ordara: 
12324 (Revoked by 


EO 12807). 23133 

12807 .23133 

12808 .^....23299 


Proclamations: 
4865 (See EO 
12807). 

5 CFR 

430. 

432. 

540. 

.23133 

.23043 

.23043 

.23043 

Propoaad Rulaa: 

890. 

.23126 

7 CFR 

703. 

.23908 

9 CFR 

91. 

.23046 

93... 

..23048 

Propoaad Rulaa: 
91. 

.23066 

160. 

.23540 

161. 

.23540 

162. 

.23540 

10 CFR 

595. 

...23523 

Propoaad Rulaa: 
100. 

.23548 

12 CFR 


Propoaad Rulaa: 

611. 

.23348 

615. 

.23348 

627_ 


14 CFR 

i 

: 

X 

i 

CNJ 

__23523 

29. 

.23523 

39.23049-23053. 23126. 

23135.23526-23530 

121. 


125. 

23Q22 

127. 

.23922 

129. 

.....23922 

135. 

.23922 

139. 

.23126 

PropoMd RuktK 
Ch. 1. 

.23165 

21.... 

_23165 

23. 

.23165 

39._2316e. 23169, 23549- 

71. 

23553 
.23126. 23257 

382. 

...,...23555 


15 CFR 


Propoaad Rulaa: 


Ch. IX. 

.23067 

17 CFR 


1. 

.23136 


a...23136 

18 CFR 


1301.23531 


Propoaad Rulaa: 

33. 

.23171 

35. 

.23171 

290. 

.23171 

20 CFR 


416 

.23054,23155 
..23054 

21 CFR 

558. 

.23058 

807. 

.23059 

1308. 

23301 

Propoaad Rulaa: 
146. 

.23555 

334. 

.23174 

23 CFR 


Propoaad Rulaa: 
Ch. 1 . 

.23460 

26 CFR 


Propoaad Rulaa: 

1. 

.23176.23356 

301. 

.23356 

27 CFR 


Propoaad Rulaa: 

9. 

.23559 

24 . 

.23357 

28 CFR 

• 

541...... 


29 CFR 

1910. 

^3060 


30 CFR 

Propoaad Rulaa: 

202..23068 


936 

.-.23176-23179 

944 . 

... 23181 

32 CFR 

355_ 

-23157 

706.™.. 

_23061 

33 CFR 

100. 

.23302, 23303, 23533, 
23534 

165_ 

_23304.23534 












































































PropoMd Rultt: 

- 

663-.23065 

100.. 

.23458 

672._23163, 23321-23346 

110. 

.23458 


117... 

_23363 

Proposed Rules: 

165.23364. 

23458. 23561 

653. 23199 

37CFR 

FfopoMd RuIm: 


LIST OF PUBLIC LAWS 

1 _ 

... 23257, 


2 

.23257 

Note: No public billa which 
have become law were 

39CFR 


received by the Office of the 

PropOMd Ru4«t; 


Federal Register for k^clusion 

111. 

.23072 

in today's List of Public 

Laws. 

40 CFR 


Last List June 2, 1992 
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